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39935b900LsL, bgedd3569wMds 99MbMds gx351905L F0dE0bIMY LogMmm 93mbmdozmemo
306Md00L, ©IBOGHMOMWO  35¢056900L s Fobslfo®o  gosbowo  Msbbgdols
6580900l  35000L, oLEGHMMOMWOo  BIFMFIOOL  2odm(300Egd0L, dMIbTIMGIJWMS
90090 gdol  LobEMMdOL @O  QOIBEOL  306MHMdYBTo  AIBBMO309W O
33X0Eg09g0L.  93mbmdozsdo, 0bMLEG®0sdo 96 L3930x303M6  IMIBAsMGOIOLS
900(m©qdeol  306HMdJddo (33000 gd9dds  Fgodegds  dmombmgzml  Bobsblv®o
5b6296003490530 50M03Ebo IMBsMmEbYEo BIMIEOL 3MMgdEH0M9ds.

2019 Qoo 31 ©9399d6M0Ls s 2018 {erob 31 ©939906M0L  dEMIsMrgMdOm,
AboEmbgeds 1o3MIOGHM Botrods o399 Lglbgdbg 895003065 Tgbodsdolo 421
SM3LO M0 O 333 5MLO GO,

2019 Qoo 31 ©9399d6M0Ls s 2018 ferol 31  ©939906MH0L  dMIsMgMdOm,
AboEm©bgeds  Bo3MgodMm  Bovds 15353OM O  LOIOYH™  IZ5W0HYdSBY
39500065 d9glod530Ls© 2,468 505L0 WO S 2,261 SMslO GO,

5. 890clssgo¢ro

00033560 BB LMG0s: /6060 m©G0s/
Translation is identical to the original: /Nino TODRIA/



3L oMo LoEOLEBHMOdYYE0M=ToM393H0baMwo 3md3sb0s

2019 fiemob 31 9393060l 9y MTsMgMdOo BobsblvMo sbysmodol 960836900 (g53Mdgengds)

(95B3969d9e0 dm3g0wgeos o®do, 505gddo)

31 ©9399061000 EdMMgdMEo 2019 s 2018 {erol dsbdo By 3835600l Fgdmbisgswo

0900990M©5 999 980Lgb:

4039000OH0 dnbdsmgdol bodmbgwo
5330

4030353900

Lbgs

biye

6. 35903900l MOMYdIMEGds

31 ©)399dG00 31 3399600
Q©SOMMMGIMEO QOO0
2019 2018

102,325 93,370
5,781 7,289
1,436 3,109

728 597
110,270 104,365

31 93990600 OMMgdwo 2019 s 2018 ferol 3s6dowbg 3mB3sbools gogoz9gdol

9390 89000930L96:

40390 00MH0 dnbdsmgdol bodmbgao
5E3M3ME0

4030353900

Lbgs

bige

7. botrxgdol gobsfoemgds

31 ©)3930dGHoo 31 g393d®oo
QDAY QBT
2019 2018

74,391 67,654
5,251 6,464
1,423 3,090

546 534
81,611 77,742

2019 5 2018 ol 31 939906000 IdME MY {HEgdol gobdsgwmdsdo 3md3560ol batrxqdols

39650 gds 59935650 98Mm0gMHdMO.:

Lobgergzsbm ©d ©935380090w90 botxo
LoMg3ensdm bobyxo

GOBL3MOEHOMGBOL batrxo

29O EH0DE00L batrxo

903093500006 0K MBS S B BoL0E 5gG039000b Vs 353d0MYdYEO
bstdxo

biye

8. LygMoOM s 3T0bOLEBHMIEOMEPo baMxgdo

31 ©y393dGom 31 ©y393dG0oo
QOBOMIBYWO QIBOWMIONWO
2019 2018

6,051 6,058
2,359 3,029
1,670 1,572
649 1,462
245 618
10,974 12,739

2019 s 2018 ol 31 9399061000 EdMEMGdIYo Fargdol gobdsgermdsdo 3mad3sbools
LogMNM S 5ET0bOLEM(30vE0 bt gd0 T90090Mm©s G900 90L6:

31 ©y39306G0m

31 ©)393d6G00m

CO3MEIYOMEIO OOMEMYOYEPO
00033560 BB LMG0s: /6060 m©G0s/
Translation is identical to the original: /Nino TODRIA/
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2019 fiemob 31 9393060l 9y MTsMgMdOo BobsblvMo sbysmodol 960836900 (g53Mdgengds)
(95B3969d9e0 dm3g0wgeos o®do, 505gddo)

2019 2018

Lobgagobm s ©939380M9dwgeo batxo 3,071 2,441
(339975 5 S3MOEH0D305 1,425 188
3OMxBgLoMboeMOHO dmdbobmgds 289 318
29799355w9MGOOL DoMSEO 202 649
303mbsrMo babxo 136 131
39630L boMxo 124 59
90306900l bstrxo 119 137
LosBP393™ batrxo 100 66
3039960353095 78 71
bo3obEgere®om bogmagdo 65 37
@O(330 28 27
9013009350006 0% MBS O B Bolosb 63 169
5930390056 53538060900 bsbrxo

A®960b30L botrxo 2 314
Lbgo 342 312
Lo 6,044 4,919

2019 feoobomgzgol odgm 35056930l boxo  dmoEogl  Fobolfe®  oxsM3z0l
9365H00)MH9d5L, BogsFMm s bLbgs ©gd0GH™MOm s b3MIVOEM 35056930l 3Mmbom
AbOEMmbg 153MYOOEM BB, Fglsdsdolo, gl 89500gbl 324 oMU, 438 WML s
88 oM.

2018 {ierobogol odg™m 35056930l boxo  dmoEogl  Hobobo®  oxsM3z0l
3b65B0MHgdL,  965BMINMGOL, BogoFMmm s b3y ©gdo@mMme s Bs3mgpodm
5350056900l 3mmbom IMLoermEbge Ls3MYIOEHM B, Gglsdsdolo, U 895009bL
155 @0o®l;, 261 go®l o 233 oM.

9. Jmbgds, sb5YIMYdO, SMWIMOIOEMDS
Jmb9d0L, ©65yIMmGBOL, 50 FMOHZ30MdOL dMMds 31 ©H399IMOM EOBMEMYIVIED
2019 s 2018 fergddo Fomdmagboeros 85890 bsboo:

0565009560900
©d bsmgolsg

5QFNOI0MdS B?BL3MOEMIOS 50FMOH30@MdS by
batxo 2018 ool 1-¢0 056350 168 3,375 670 4,213
535390900 386 294 64 744
39635635 - (154) (4) (158)
batrxo 2018 femob 31 9390096l 554 3,515 730 4,799
585598980 479 1,108 28 1,615
25635635 - (356) (8) (364)

00033560 BB LMG0s: /6060 m©G0s/

Translation is identical to the original: /Nino TODRIA/



3L oMo LoEOLEBHMOdYYE0M=ToM393H0baMwo 3md3sb0s

2019 fiemob 31 9393060l 9y MTsMgMdOo BobsblvMo sbysmodol 960836900 (g53Mdgengds)
(95B3969d9e0 dm3g0wgeos o®do, 505gddo)

batxo 2019 ffemols 31 939839l 1,033 4,267 750 6,050

53M079oMgdEo dmBGHoBEos - 1

0sbg3s60, 2018 112 1,514 424 2,050
baGxo ferob ds6dowby 82 523 98 703
200mgbgcs EHOWodEO0LL - (96) (2) (98)

33M0m@oMPRMmo s3mBEobgos - 31

©9393d96H0 2018 194 1,941 520 2,655
botxo ferols 8sb6doeby 127 534 86 747
50mgb3cs EHOWobE00LL - (294) (5) (299)

53¢9009e00MgdMmOo 58mGHEH0B30s = 31

93908960 2019 321 2,181 601 3,103
§906005 LadsEsBle msbbs

31 y3gdyHo 2018 360 1,574 210 2,144
31 ©y399dgHo 2019 712 2,086 149 2,947

2019 fiewol s 2018 ferol 31 9398060l damdsMgmdom, Jmbgdol, ©sbsasegdols
S0 FMOH30MdoL 8995003960 md580 d9¢sbowo LGmMEs 98MmOEHO0DIOo 903900
00690905 995039065 1,001 55l o6l 5 979 5058 oM.

Go3 099bgds 2019 fierol s 2018 fierol 31 ©9393396L, Jmbgdol, obsysegdols
50 FMMH30MdoL 9935096 mdsdo Tg@sbowo (dobws wo®mgdmwmgds dgopqbos 2,947
S0l oML o 2,144 50l oMl FgLsdsdoLOE s 33356058 Fmobobs Lglbgdols
MBEOHWB39gmRs (89600365 16).

10. 98w9300 LsMIOEMBOL 5JGH03900 S BE0K MM 35UMbOLIYOCMDS

2019 ool 31 ©939906M0Ls o 2019 fierol 1 0563600 dEaMIsMYMdOm, MBELIOO0
Lo6MRYOMBIOL 5903900 Bsdmgdo d90gabsocMo Lsboo ogm Fo®dmygboro:

Lofigmdgdo GMBL3MOHEO Loyem

00MPOYEgds

6580 2019 Geools 1 056306 5,336 48 5,384

“obL 3
0x5O0L INEOFOISEOS 289 169 958
65900 2019 b 31 3d9OL 217 2
5800 2019 fjewol 31 ©939989 6,125 6,34
235BILYHYOS - - -
65900 2019 fierob 1 0563561 1,143 74 1,217
2399535L99M 9B Ferol dsbdogby 1,143 74 1,217
00033560 BB LMG0s: /6060 m©G0s/

Translation is identical to the original: /Nino TODRIA/
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2019 fiemob 31 9393060l 9y MTsMgMdOo BobsblvMo sbysmodol 960836900 (g53Mdgengds)
(95B3969d9e0 dm3g0wgeos o®do, 505gddo)

659000 2019 femols 31 g399d96OL
4,982 143 5,125

0x5MOL  35UbolidygdMdol dmdMsmds 2019 ol 31 9399301000 ILEOWIYOMEO
P erolomzol 999gabso®s 0dbs fomdmeygbogo:

658000 35000l sLSfYgoLdo 2019
IAS 17 bogwydzge By Loox sGM 356 JdMEIBOL SVOSMGDS 364
30639050 5005MdS 5,384
@©005¢)gdo 958
360396GH0L baHx o LsoK MM 5¢EIOYMIdJdbY 492
D050 M3bMm®O 35¢EoL 3mbom 71
0x5Mm0L 3OM3EBEGL IBIMZs (492)
0X MO OO MBbOL IRIMIZS (1,389)
6590 3ol deagmels 5,388

M3 gd0m BaMPGOWMOOL 5930390030l OXIMOL Lodrsem dghmboeo 35ss 5 fgwro,
bom Bodmswm  dgfimbowo  Gs6Moxko dmoxs®ol ©sds@gdom Lglbbg asdmoygbgds
BOOR MM 35000V )390Dg > 950096l 8.2%.

0m9905L5 5 DM To 5005MHJOYEO MBbgdO 2019
bt ol 3omRolwHgds 1,217
36m396GHOL badxo 492

DoM9w0 MbMYMHO 35EEHOL 3mbom 71
dm3ng 3500056 0XIMIOLS O VIO VOMYOEgOOL Logbgdmsb s353d0MGdNO botxo 308
Lo 2,088

30X 36 F>EEBEDS ©933dd9%o0 31, 2019
3MHIOOGHMOHEO 9cmds35¢m0
053500056905 B0bBLYMHO 5306s6LbMo
350059mligerol sBsgrobo oxsMol 300Hmd7ddo bstxo
oo 1 1,203 435
oo 2 1,256 322
fowo 3 1,335 207
fowo 4 1,475 124
oo 5 119 80
Lo BsoRsHM 35egdYEXgds 5,388 1,168
00033560 BB LMG0s: /6060 m©G0s/

Translation is identical to the original: /Nino TODRIA/
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2019 fiemob 31 9393060l 9y MTsMgMdOo BobsblvMo sbysmodol 960836900 (g53Mdgengds)
(95B3969d9e0 dm3g0wgeos o®do, 505gddo)

11. 06396960
2019 Herob 31 9398096l s 2018 ool 31 ©939dd96L 06396@ 60 d98gy0 Loboo odbs
Pomdmoaqboero:

31 g39dd960 31 ©g399d960

2019 2018
%o 30mvydEo 8,652 8,834
AMBBoGHMOo Logmbyeo 696 1,357
Ubgos 168 168
Lgem 9,516 10,359

2019 Harob 31 ©93990M0Ls s 2018 fierol 31 93933610l dEAMI>MGMd0m, 06396¢) 960,
ol 0M9d9ds 8950039609, GgLod530LO®, 9,516 SMOL ML @S 10,359 sl OO,
300356059 ©BHZ0M0ms Lylbgdol MBEOHWB39ygmaol Loboo (dgbodgbs 16).

12. b5353Mm s bbgs ©gdo@MO o 3505690900
2019 fHerob 31 ©9399996L s 2018 fovol 31 ©9399096OL L5353OM EIOOGHMOWWO
5350056905 0ym 99990:

31 939dd9gMo 31 939903960
2019 2018
1535 3™ EIBOHMMIO 3506V 27,074 22,604
Lb3zo IBOEHMOHMMO ©35¢056gdS 189 116
27,263 22,720
(2,468) (2,261)
Bogzamgdo: dmboembgwo Ls3MgoGMm bsGowo/ GgHyMz0 svdMYbdYwo
5bbgdolbmzol
24,795 20,459

2019 ool 31 ©09399060Ls s 2018 Ferols 31 9399060l EYMTIMIMIOM, JOIOEHMOHWO
LobLlEYdO, MMIJWMS VOMJIMGds FJoPIBEs, TgLodsTOLO, 24,795 sols OOl QS
20,459 5005L oMU, 33356058 IGH30MMS BYlbgdol M HOMb3gwymazol Losboo (99603d3bs
16).

Lo39FMO™M S B3 ©IOOEMOICO BoblMYOOL b5EP0Bom Bsbg9bgd0 0465 9dga0:

00033560 BB LMG0s: /6060 m©G0s/
Translation is identical to the original: /Nino TODRIA/



3L oMo LoEOLEBHMOdYYE0M=ToM393H0baMwo 3md3sb0s

2019 fiemob 31 9393060l 9y MTsMgMdOo BobsblvMo sbysmodol 960836900 (g53Mdgengds)
(95B3969d9e0 dm3g0wgeos o®do, 505gddo)

- 610056 90
- 30 @egby - 32-qosb 60 ©©g8eg - 90 9By
31 093993960 2019 56 50l 35005~ 6530900 35005~ 0099009 355~ 35005~ 99300 35005~
(x560°000) 3°©sgEgbowo 393D 393005 OWIGOEYD>  3IIGOWYBS by
by dongrosbo
LodoEsblM
QOOGOMWIDS 27,263
3°QRIOYIO0L
FgMbEMEgdMBOLL 25,325 82 47 131 1,689
ddogo ECL (698) (8) (9) (64) (1,689) (2,468)
- 61-36 90

- 30 gy - 32056 60 99w - 90 egby
31 3930960 2018 56 560l 3ogs- 65300900 3s00s- ©©J99Y 3505~ 35005~ 099300 3500o-
(s60°000) 390053096000 390053060 gdd 390053060 gdd 390053060 gdd 29005300 bigem
b dogrosbo
Lodooblm
©OGIBHEB 19,444 1,387 120 120 1,649 22,720
35QYBYIOOL
39MLOEgdEMdOLIL
dmBdogo ECL (389) (139) (24) (60) (1,649) (2,261)

30035605 gmz9wm30l BMmdogl 353MmMdoLs s b3y ©gdodMmemmwo  ©s35¢0s6900L
BoGoeol MH9bg3zl  ECL-ob @Gmwmo m@gbmdom. bs3s30m ©gdo@mOmvie bsblcmgdby
dboEmbgwo  Ls3MgEodm  Dodseol  oybs bgds dmzgoeol  sGmobogwo
©IBMEOL d900mbz930L 49035¢oLfobgdom s dolio (Imgzserols) J0dobsdg 3obsblwmemo
9 M3sMm9Md0L 5b5¢0Bom, IMz5wolm3z0L B3GE0R03MMO0 BogdEMMmgdol Ibglzgumdsdo
d00qdom, 0bEMLEHMOOL 00 BMYsO 93mbMB03MMO 306MHMdJdOL  Asm3seobfjobgdom,
booE 9m35ggd0 1odd0sbmdgb s MMYMM3 3080bsMY, 0l 30MMdJdOL LodMMAbMBM
80950093900l d9n3sLgd00m  BosbasM0dm  MIMOMOLMZ0L.  3m335605d sEosts 100
36039630560 B3Ol 965DLIMEMGds 439es IOOGHMOIWO 35056900l 3Mmbom
39U0 90 EEOL A56353¢PMBIT0, MSYSD OLEHMOOMTS A5TMFEOWYdSA 563965, OMT gls

Q©9003MOIAO 35056905, BMYSO, 56 565BPIMIGdS.

30035600 Bs3mfgoOl LogoFOHm ©o35¢056905L, MMmEILsg sOBYOMDBL 0bxMETs305 0ol
d9Lobgd, GMI dmzsegl d994dbs 3dodg BobBLYMO FoMsMGds s 96 OLYdMIL dolo
3990l 9d0L Hgowm®o 39ML39JG03.

J390m» dmyzsbo 3bGowdo dm39999cos ECL-ol dmdMomds, GmIgeros s00sMgdv)enos
LogoFMH™m  9dOFHMOMYo  Lbgbbgdobmgzgol, Gl  9-om  Jom35¢oLbdMEO
3995630390990 domdol dqLsdsdobo.

00033560 BB LMG0s: /6060 m©G0s/
Translation is identical to the original: /Nino TODRIA/
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2019 fiemob 31 9393060l 9y MTsMgMdOo BobsblvMo sbysmodol 960836900 (g53Mdgengds)
(95B3969d9e0 dm3g0wgeos o®do, 505gddo)

2019 ferol s 2018 ool 31 ©939906M0L dcmemlmgols dmbsermbgw bszMgo@m
DoGoendo ImIMoMmds 99 9abs0M00s:

1530900G™ Bl
delsgrmebgero
003G 50dS
6590 2018 §jemol 1-¢m 056356l 2,000
23971535b9Mgd0L HYBIM30 / (HgHBM30L 5wYbs) 264
BsdmGgB0w0o mabbo (3)
658m0 2018 ol 31 g39ddg®Ls 2,261
23971535b9Mgd0L HYBIM30 / (HgHBM30L 5wYbs) 438
BsAmFgB00o mabbo (231)
6580 2019 ol 31 g39ddg®Ls 2,468

2019 ool s 2018 Herob 31 ©9399d0M0Lm30L IO gdMEo Herol bogsFOHm s bbgs
©900FGHMOMIO 35056593900l FNE0sh  BogsBHm  oMgdIwgdqddo Jdglodsdolo
9d65Md9d0 99gabo060s:

0000560 LddsEsblem
036bols ImdMsmdS

6590 2018 §iemols 1-gm 056356l 22,011
oboo 1535 FMM s Lbgs g5 0sbgdOL 15,278
QOGSO (14,542)
Bs8mfaMowo 0sbby (27)
65800 2018 §ierols 31 ©g39ddgML 22,720
0bo0 15353MH™ s bbgs 35 0sbgdOL 22,865
©OxM35 (18,091)
Ba8mfa®0owo 0obby (231)
65300 2019 §emob 31 qg39ddg®Ls 27,263

13. oo gwo @3 boeo guwob gigogsegbddo
2019 Hcerol 31 93090960 s 2018 ferol 31 ©939dd9ML BMEso LsblMIdo ©

93303596& 900 8990930 Loboom 0dbs Fomdmoygboo:

31 93990960 31 93993960

2019 2018
Baero guwo bywby 31 201
6500 Mo 836380 5,607 4,096
00033560 BB LMG0s: /6060 m©G0s/

Translation is identical to the original: /Nino TODRIA/



3L oMo LoEOLEBHMOdYYE0M=ToM393H0baMwo 3md3sb0s

2019 fiemob 31 9393060l 9y MTsMgMdOo BobsblvMo sbysmodol 960836900 (g53Mdgengds)
(95B3969d9e0 dm3g0wgeos o®do, 505gddo)

Loye 5,638 4,297

0963900l 96256003y 5O 0Lobgds 35oglo Bsdmo. dm3eg3500560 dMbgdol 4odm
05639000 65dmgdoLMZOL 56 ML 5M0sMYOMO DBIMOE0. LsdBIM Bsdmgdo dmoEsgL
Lodo®mggermdo 85639000 sMLgder 30dobstg 9B2sM0TGOL, MMIgdoi 49dmoygbgds
300d35600L 439w MO bJdosbMdOL JoBbo.

653 9995905 2019 Herol 31 9398096l s 2018 ol 31 ©939889OL 3335600l 35639030
R0 LEbLEOYOOL MdgEglo bsfoero Fitch Ratings- ob dogH dqx3sl9dmE0s, Gmyme s B
(03935000560 M9030b20), BB- (30dgen35000560 Hgo@obyo).

3939999¢0 Lglbgdo

2018 o 2019 fierob 31 ©93930MHoLm30L Lgbbgdo F99gao Laboom 0dbs Fomdmpagbowo:

31 ©y39dgto 31 qg33dgco
2019 2018
3m335609080Lm30L Fo3gdnwo Lgtbo 10,860 15,859
B0H03MOO 30MHYdoLMZ0L Fozgdwo Lglbo 76 184
byyen 10,936 16,043
b53¢7980: bsgsGseacom bszGgooder bs@sero (421) (333)
byyen 10,515 15,710
9030935000060 33990 Lgbbo -
0003935000560 565BLs@MgdMEo Lgbbo 10,515 15,710
begen 10,515 15,710
dd65Mds IMBoermEbgw LH3MIOEHM BsMowdo:
8md@omds- ECL 31/12/2019 31/12/2018
6580 fjerols sbisfyololmgols 333 100
1535M57EM BOIMIVOEM BIOIEO SVOIGIRMO 539dvge bylbgdby 319 289
35699990 Lglbgdol s6sBEsOIRS (231) (56)
6580 fjemols dmeml 421 333
00033560 BB LMG0s: /6060 m©G0s/
Translation is identical to the original: /Nino TODRIA/
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2019 fiemob 31 9393060l 9y MTsMgMdOo BobsblvMo sbysmodol 960836900 (g53Mdgengds)
(95B3969d9e0 dm3g0wgeos o®do, 505gddo)

99b9x096GHT> 5513365, BMI B0BIbAgHmboos dserolbdgzs dogdsmmmls mommgmEo
LgbboL Bs3MgOEH™ MHOLZOL EILORIBI T M330M39e0 HPWOMYOOL FgLodsdolo
05600930LMZ0L. 3003356050 QoBLEBOZMS dogaro LomaEbwol gobdsgwrmdsdo ECL, g.o.
3090 3500L bsbaMderogmds ECL, Mo go8mf3gmwos yzgws dgbsdwrm bogmwolbdggo
dm3w9boo B0bsBLYIMO 0bLEBHMMIGBEOL dmddggdolsl (Bmbligbogdwmwos MHMaMmME 9Eo30
2 5 93930 3). PD-0b 89535190930L dobbom, 30835605 04gbgdls Lobrgo@obym bosagb@mgdols
9096 HomMmgdmw obBmMome PD- gob.

262 500580 WML JNE0560 MBbOM 4539910 LYLbO 35EHRSIFOWYOIM0s 90 LY
39@0 bbom @ 29b65foes 3 9@s3s@. bgbbo LEWMWSE FoMBILLIMHYGOME0S. IBsORYBO
3939990 Lglbgdo 2553005 39 -2 9¢o3bY.

15. bsHgligdm 3s3o@sgro

2019 Herol s 2018 Herol 31 ©9399d000Lm30L LEHglgdm s AoEIbEOEO 35303 SW0
0950039609 5,395 505l oMU,

2019 fewols s 2018 Herol 256353c0mdsd0 godmbsgdIero s 39sbowo 3530390
09500939609 dglodsdolo 895 505 @S 395 500l WM.

3M9©ogdo

2018 o 2019 fiewolb 31 ©93930HoLmz0L Lgbbgdo 899 9a0 Loboom 0dbs Fomdm®agbowo:

31 31
350053ml3 093993900 093990960
CCYy Q) 2019 2018

MBOHMB3gymmomo biglbgdo ©s

3HgoGgdo:

UL ®o 3o Lo dobzo GEL Nov-20 8,066 -

LL o do Lo ds630 GEL Jul-21 5,436 -

LL o do Lo d5630 GEL Oct-19 - 18,129

LL o do Lo ds630 usb Mar-19 - 3,488

6o~ BOHMB3gEymBowo bglbgdo

5 36900(JB0:

83L GDCC GEL Dec-20 2,926 -

3L GDI GEL Jul-19 5 2,955

o 85%05330000 usD Feb-19 - 1,952

b bgbbgdo s 3Mgodgdo 16,433 26,524
00033560 BB LMG0s: /6060 m©G0s/

Translation is identical to the original: /Nino TODRIA/
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2019 fiemob 31 9393060l 9y MTsMgMdOo BobsblvMo sbysmodol 960836900 (g53Mdgengds)
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GEORGIAN DISTRIBUTION AND MARKETING COMPANY LLC

STATEMENT OF MANAGEMENT’S RESPONSIBILITIES FOR THE PREPARATION
AND APPROVAL OF THE FINANCIAL STATEMENTS AND MANAGEMENT REPORT
FOR THE YEAR ENDED 31 DECEMBER 2019

Management is responsible for the preparation of the financial statements that present fairly

the financial position of Georgian Distribution and Marketing Company LLC (the "Company") as of
31 December 2019, and the results of its operations, changes in equity and cash flows for the year
then ended, in compliance with International Financial Reporting Standards ("IFRS"). Management is
also responsible for the preparation of management report in accordance with the Law of Georgia on
Accounting, Reporting and Auditing.

In preparing the financial statements, management is responsible for:

. Properly selecting and applying accounting policies;

. Presenting information, including accounting policies, in a manner that provides relevant, reliable,
comparable and understandable information;

. Providing additional disclosures when compliance with the specific requirements in IFRSs are
insufficient to enable users to understand the impact of particular transactions, other events and
conditions on the Company'’s financial position and financial performance;

. Making an assessment of the Company’s ability to continue as a going concern.

. Disclosing the information in the management report as required by the Law of Georgia on
Accounting, Reporting and Auditing;

© Preparation of the management report in consistent with the financial statements.

Management is also responsible for:

. Designing, implementing and maintaining an effective and sound system of internal controls,
throughout the Company;

. Maintaining adequate accounting records that are sufficient to show and explain the Company's
transactions and disclose with reasonable accuracy at any time the financial position of
the Company, and which enable them to ensure that the financial statements of the Company
comply with IFRS;

a Maintaining statutory accounting records in compliance with local legislation and accounting
standards;

- Taking such steps as are reasonably available to them to safeguard the assets of the Company;
and

. Preventing and detecting fraud and other irregularities.

The financial statements of the Company for the year ended 31 December 2019 were approved by
management on 27 July 2020:

On behalf of the Management:

—

07 B Y . o) Pl J.,awﬂc;n
David Alavidze > / Giorgi Devidze (/ “77 /]
General Director Finance Director
Thilisi, Georgia Thilisi, Georgia
27 July 2020 27 July 2020
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- Deloitte & Touche LLC
e OI e King David Business Center
[e] 12 Merab Aleksidze Street
Thilisi, 0171, Georgia

Tel: +995 (32) 224 45 66
Fax: +995 (32) 224 45 69
deloitte.ge

INDEPENDENT AUDITOR’S REPORT

To the Owners and Management of Georgian Distribution and Marketing
Company LLC:

Opinion

We have audited the financial statements of Georgian Distribution and Marketing Company
LLC (the "Company”), which comprises the statements of financial position as of

31 December 2019, and the related statement of comprehensive income, statement of
c_hanggs in equity and statement of cash flows for the year then ended and notes to the

Basis for Opinion

We conducted our audit in accordance with International Standards on Auditing (“"ISAs”).
Our responsibilities under those standards are further described in the Auditor's
Responsibilities for the Audit of the financial statements section of our report. We are
independent of the Company in accordance with the International Ethics Standards Board
for Accountants’ Code of Ethics for Professional Accountants (the “IESBA Code"), and we
have fulfilled our other ethical responsibilities in accordance with the IESBA Code. We
believe that the audit evidence we have obtained is sufficient and appropriate to provide
a basis for our opinion.

Other Information

Management is responsible for the other information. The other information comprises the
Management Report prepared in accordance with the requirements of the Law of Georgia
on Accounting, Reporting and Auditing. Our opinion on the financial statements does not
cover the Management Report.

In connection with our audit of the financial statements, our responsibility is to read the
other information and, in doing so, consider whether the other information is materially
inconsistent with the financial statements or our knowledge obtained in the audit or
otherwise appears to be materially misstated. If, based on the work we have performed,
we conclude that there is a material misstatement of this other information, we are
required to report that fact.

Deloitte refers to one ar more of Deloitte Touche Tohmatsu Limited, a UK private company limited by guarantee ("DTTL"), its
network of member firms, and their related entitias. DTTL and each of its member firms are legally separate and independent
entities, DTTL (alse referred ta as "Deloitte Global”) dees not provide services to clients Please see www. deloitte,com/about for
@ more detalled description of DTTL and its member firms.

£ 2020 Deloitte & Touche LLC. All rights reserved,
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Deloitte.

Responsibilities of Management and Those Charged with Governance for
the Financial Statements

Management is responsible for the preparation of the financial statements, in accordance
with IFRS and for such internal control as management determines is necessary to enable

the preparation of financial statements that are free from material misstatement, whether
due to fraud or error,

In preparing the financial statements, management is responsible for assessing

the Company'’s ability to continue as a going concern, disclosing, as applicable, matters
relating to going concern and using the going concern basis of accounting unless
management either intends to liquidate the Company or to cease operations, or has no
realistic alternative but to do so.

Those charged with governance are responsible for overseeing the Company’s financial
reporting process.

Auditor’s Responsibilities for the Audit of the Financial Statements

Our objectives are to obtain reasonable assurance about whether the financial statements
as a whole are free from material misstatement whether due to fraud or error, and to
issue an auditor's report that includes our opinion. Reasonable assurance is a high level of
assurance, but is not guarantee that an audit conducted in accordance with ISA’s will
always detect a material misstatement when it exists. Misstatements can arise from fraud
or error and are considered material if, individually or in the aggregate, they could
reasonably be expected to influence the economic decisions of users taken on the basis of
these financial statements.

As part of an audit in accordance with ISAs, we exercise professional judgement and
maintain professional skepticism throughout the audit, We also:

B Identify and assess the risks of material misstatement of the financial statements,
whether due to fraud or error, design and perform audit procedures responsive to
those risks, and obtain audit evidence that is sufficient and appropriate to provide
a basis for our opinion. The risk of not detecting a material misstatement resulting
from fraud is higher than for one resulting from error, as fraud may involve collusion
forgery, intentional omissions, misrepresentations, or the override of control.

. Obtain an understanding of internal control relevant to the audit in order to design
audit procedures that are appropriate in the circumstances, but not for the purpose
of expressing an opinion on the effectiveness of the Company’s internal control,

. Evaluate the appropriateness of accounting policies used and the reasonableness of
accounting estimates and related disclosures made by management.

. Conclude on the appropriateness of management’s use of the going concern basis of
accounting and, based on the audit evidence obtained, whether a material
uncertainty exists related to events or conditions that may significant doubt on
Company’s ability to continue as a going concern. If we conclude that a material
uncertainty exists, we are required to draw attention in our auditor's report to
the related disclosures in the financial statements, or if such disclosures are
inadequate, to modify our opinion. Our conclusions are based on the audit evidence
obtained up to the date of our auditor's report. However, future events or conditions
may cause the Company to cease to continue as a going concern.

. Evaluate the overall presentation, structure and content of the financial statements,
including the disclosures, and whether the financial statements represent the

underlying transactions and events in a manner that achieves fair presentation.

Il
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We communicate with those charged with governance regarding, among other matters,
the planned scope and timing of the audit and significant audit findings, including any
significant deficiencies in internal control that we identify during our audit.

Report on Other Legal and Regulatory Requirements

Management is responsible for the preparation of the management report in accordance
with the Law of Georgia on Accounting, Reporting and Auditing, and for such internal
control as management determines is necessary to enable the preparation of the

management report that is free from material misstatement, whether due to fraud or
error.

We performed procedures with respect to whether the management report is prepared in
accordance with the requirements of Law of Georgia on Accounting, Reporting and

Auditing and includes the information required by the Law of Georgia on Accounting,
Reporting and Auditing.

We have selected and performed procedures based on our judgment, including but not
limited to inquiries, analysis and review of documentation, comparison of the Company's
policies, procedures, methodologies and reported information with the requirements of the
Law of Georgia on Accounting, Reporting and Auditing, as well as recalculations,
comparisons and reconciliations of numeric values and other information.

In our opinion:

«  The management report for the year ended 31 December 2019 is prepared in
accordance with the requirements of Law of Georgia on Accounting, Reporting and
Auditing;

= The management report for the year ended 31 December 2019 includes the
information required by the Law of Georgia on Accounting, Reporting and Auditing;

*  The information provided in the management report for the year ended 31 December
2019 is consistent, in all material respects, with the financial statements for the year
ended 31 December 2019,

%t Leightorﬁ/ﬁ‘/ei
on behalf of Deloittg"and Touche LLC

VNelotte ZJp il

27 July 2020
Thilisi, Georgia



GEORGIAN DISTRIBUTION AND MARKETING COMPANY LLC

STATEMENT OF PROFIT OR LOSS AND OTHER COMPREHENSIVE INCOME
FOR THE YEAR ENDED 31 DECEMBER 2019
(in thousands of Georgian Lari)

Note 2019 2018
Revenue 5 110,270 104,365
Cost of sales 6 (81,611) (77,742)
Gross profit 28,659 26,623
Distribution expenses 7 (10,974) (12,739)
General and administrative expenses 8 (6,044) (4,919)
Finance cost (2,590) (1,571)
Finance income 1,652 722
Foreign exchange gain, net 662 222
Other expense (179) (148)
Other income 538 266
Profit before tax 11,724 8,458
Income tax expense (115) (185)
PROFIT FOR THE YEAR 11,609 8,271
Other comprehensive income - -
TOTAL COMPREHENSIVE INCOME FOR THE YEAR 11,609 8,271

On behalf of the Management Board:

ek
)

M-
David.Alavidze U

siorarevaz— 02239

General Director Finance Director
27 July 2020 27 July 2020
Thbilisi, Georgia Thbilisi, Georgia

The notes on pages 9-35 form an integral part of these financial statements.
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GEORGIAN DISTRIBUTION AND MARKETING COMPANY LLC

STATEMENT OF FINANICAL POSITION
FOR THE YEAR ENDED 31 DECEMBER 2019
(in thousands of Georgian Lari ')

ASSETS

Non-current assets
Property, plant and equipment
Rights of use assets
Intangible assets

Total non-current assets

Current assets

Inventory

Trade and other accounts receivables
Income tax prepaid

Taxes paid other than income tax
Prepayments to suppliers

Loans issued

Cash and cash equivalents

Total current assets

TOTAL ASSETS

EQUITY

Charter capital
Retained earnings

TOTAL EQUITY

LIABILITIES

Non-current liabilities
Long-term lease liability
Long-term borrowings

Total non-current liabilities

Current liabilities

Short-term lease liability

Short-term borrowings

Trade and other accounts payables
Taxes payable other than income tax
Total current liabilities

TOTAL LIABILITIES

TOTAL LIABILITIES AND EQUITY

On behalf of the Management:

David ﬁ% ’4\%\)*_

General Director

27 July 2020
Tbilisi, Georgia

31 December

31 December

Note 2019 2018
9 2,947 2,144
10 5,125 -
697 527
8,769 2,671
11 9,516 10,359
12 24,795 20,459
67 152
139 -
1,553 622
14 10,516 15,710
13 5,638 4,297
52,225 51,599
60,993 54,270
5,395 5,395
15 26,133 15,419
31,528 20,814
10 4,185 -
16 2,095 :
6,280 -
10 1,203 364
16 14,338 26,524
17 7,644 5,665
< 903
23,185 33,456
29,465 33,456
60,993 54,270

= — » 2P L_‘O#. L
ﬁr? I.:Jevidze (j j :

Finance Director

27 July 2020

Thilisi, Georgia

The notes on pages 9-35 form an integral part of these financial statements.
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GEORGIAN DISTRIBUTION AND MARKETING COMPANY LLC

STATEMENT OF CHANGES IN EQUITY

FOR THE YEAR ENDED 31 DECEMBER 2019

(in thousands of Georgian Lari)

Balance at 1 January 2018

Total comprehensive income for the year
Dividends declared

Balance at 31 December 2018

Total comprehensive income for the year
Dividends declared

Balance at 31 December 2019

On behalf of the Management Board:

DS VS _’_lf-l'\ .
DavidAlavidze U/’

General Director

27 July 2020
Thilisi, Georgia

Charter Retained Total

Note Capital earnings equity
5,395 7,543 12,938
- 8,271 8,271
15 - (395) (395)
5,395 15,419 20,814
- 11,609 11,609
15 - (895) (895)
5,395 26,133 31,528

Giorgi Devidze
Finance Director

27 July 2020
Thilisi, Georgia

The notes on pages 9-35 form an integral part of these financial statements.
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GEORGIAN DISTRIBUTION AND MARKETING COMPANY LLC

STATEMENT OF CASH FLOWS
FOR THE YEAR ENDED 31 DECEMBER 2019
(in thousands of Georgian Lari)

Cash flow from operating activities
Profit for the year
Adjustments for:
Income tax expense
Depreciation and amortization expense
Impairment loss recognized on receivables, net
Impairment loss recognized on loan issued, net
(Recovery of provision)/provision recognized on prepayment to
suppliers
Loss as a result of inventory written-off
Gain on disposal of property, plant and equipment
Forelgn exchange gain, net
Finance income
Finance cost
Cash inflow from operating activities before changes in
operating assets and liabilities
Increase in trade and other receivables
(Increase)/decrease in prepayments to suppliers
Decrease in inventory
Increase in taxes paid other than income tax
Increase in trade and other payables
Cash generated from operations
Income taxes paid
Interest paid

Net cash generated by operating activities

Cash flows from investing activities
Purchase of property, plant and equipment and Intangible assets
Proceeds from disposal of property, plant and equipment
Loans issued
Loans repayments
Interest received

Net cash received from investing activities
Cash flows from financing activities
Proceeds from borrowings
Repayment of borrowings

Repayment of lease liabilities
Dividends paid to the shareholders

Net cash used in financing activities
NET INCREASEIN CASH AND CASH EQUIVALENTS
Effect of foreign exchange rate changes on cash and cash equivalents

CASH AND CASH EQUIVALENTS, at beginning of the period
CASH AND CASH EQUIVALENTS, at end of the period

On behalf of the Management Board:

{b A 2 (= - e
David Alavidze — > /
General Director

27 July 2020
Thilisi, Georgia

Notes Year ended 31 en;::rBI
ne;::-.gber December
2018

11,608 8,271
e 185
- 2,074 806
’ 438 ks
e b9 233
5 (324) 155
85 =
(39) s
(662) (222)
(1,652) (722)
- 2,590 1,571
14,322 10,538
(607) 673
g 359
(1,042) (762)
1,680 7,091
10,333 11,783
(30) (107)
(2,610) (1.543)
7,693 10,135
(1,887) (956)
104 150
(31,068) (65,164)
37,505 54,878
e 805
- 5,579 (11,284)
e 390,567 221,157
i (400,600) (215,442)
2 (1,389) (707)
i (895) (395)
(12,317) 4,613
386 275
4,297 558
5,638 2282

|. Pan r’Jl

Giorgi Devidze 2 /

Finance Director

27 July 2020
Thbilisi, Georgia

The notes on pages 9-35 form an integral part of these financial statements.
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GEORGIAN DISTRIBUTION AND MARKETING COMPANY LLC

NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 31 DECEMBER 2019 (CONTINUED)
(in thousands of Georgian Lari)

1.

GENERAL INFORMATION

Georgian Distribution-Marketing Company LLC (the “"Company”) was established in Georgia on 16
September 2005, with an objective to perform import and distribution of food and other consumer
goods in Georgia. The Company is a limited liability company, set up in accordance with Georgian
regulations and is registered by Georgian Tax Authorities with identification number: 202282369.

The Company is engaged in import and distribution of a wide range of products. The Company
rents eleven warehouses in different regions to supply supermarkets and small grocery stores as
well as large hypermarkets throughout Georgia.

As at 31 December 2019 and 2018 the following shareholders owned the company:

31 December 31 December
2019 2019

Alfordio Servicec LLC 80.00% 80.00%
Arevaco Investments Limited LTD 6.74% -
Uta Maziashvili 6.52% 7.67%
Vladmier Darchiashvili 3.74% 4.40%
David Alavidze 3.00% -
Growth Development and Investment LTD - 7.93%
Total 100% 100%

The number of employees of the Company as at 31 December 2019 and 2018 was 517 and 495,
respectively.

The Company's registered address and the principal operating office is situated at 3a Giorgi
Mdivani str., Tbilisi, Georgia.

APPLICATION OF NEW AND REVISED INTERNATIONAL FINANCIAL REPORTING
STANDARDS

The Company did not early adopt any other standards, amendments or interpretations that have
been issued and are not yet effective. The application of other new and revised IFRSs effective for
periods beginning on or after January 1, 2019 are set out below:

IFRS 16 Leases

The Company has adopted IFRS 16 Leases from January 1, 2019. IFRS 16 introduces a
comprehensive model for the identification of lease arrangements and accounting treatments for
both lessors and lessees. IFRS 16 will supersede the current lease guidance including IAS 17
Leases and the related interpretations when it becomes effective.

IFRS 16 distinguishes leases and service contracts on the basis of whether an identified asset is
controlled by a customer. Distinctions of operating leases (off balance sheet) and finance leases
(on balance sheet) are removed for lessee accounting, and are replaced by a model where a
right-of-use asset and a corresponding liability have to be recognized for all leases by lessees (i.e.
all on balance sheet) except for short-term leases and leases of low value assets.

The right-of-use asset is initially measured at cost and subsequently measured at cost (subject to
certain exceptions) less accumulated depreciation and impairment losses, adjusted for any
remeasurement of the lease liability. The lease liability is initially measured at the present value
of the lease payments that are not paid at that date. Subsequently, the lease liability is adjusted
for interest and lease payments, as well as the impact of lease modifications, amongst others.
Furthermore, the classification of cash flows will also be affected as operating lease payments
under IAS 17 are presented as operating cash flows; whereas under the IFRS 16 model, the lease

payments will be split into a principal and an interest portion which will be presented as financing
and operating cash flows respectively.



GEORGIAN DISTRIBUTION AND MARKETING COMPANY LLC

NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 31 DECEMBER 2019 (CONTINUED)
(in thousands of Georgian Lari)

In contrast to lessee accounting, IFRS 16 substantially carries forward the lessor accounting
requirements in IAS 17, and continues to require a lessor to classify a lease either as an
operating lease or a finance lease.

Previously, the Company recognized operating lease expense on a straight-line basis over the
term of the lease, and recognized assets and liabilities only to the extent that there was a timing
difference between actual lease payments and the expense recognized. The right-of-use asset
and lease liability in the amount of GEL 5,384 was recognized as at 1 January, 2019. The
weighted average discount rate used is 8.2%. Weighted average lease term is 5 years.

(1t Lo 1| L S (8

The following table shows the operating lease commitments applying IAS 17 at 31 December
2018, discounted using the incremental borrowing rate at the date of initial application and the
lease liabilities recognized in the statement of financial position at the date of initial application.

Total minimum lease payments as of 31 December, 2018 -

. Additions due to lease term changes 6,834
. Effect of discounting the above amounts (1,450)
Lease liabilities recognized at 1, January 2019 5,384

Amendments to IFRS 9 Prepayment Features with Negative Compensation

[ L {5

"
b

The Company has adopted the amendments to IFRS 9 for the first time in the current year. The
amendments to IFRS 9 clarify that for the purpose of assessing whether a prepayment feature
meets the ‘solely payments of principal and interest’ (SPPI) condition, the party exercising the
option may pay or receive reasonable compensation for the prepayment irrespective of the
reason for prepayment. The adoption did not result in material impact on the Company's financial
statements.

Amendments to IAS 28 Long-term Interests in Associates and Joint Ventures

The Company has adopted the amendments to I1AS 28 for the first time in the current year. The
amendment clarifies that IFRS 9, including its impairment requirements, applies to other financial
instruments in an associate or joint venture to which the equity method is not applied. These
include long-term interests that, in substance, form part of the entity’s net investment in an
associate or joint venture. The Company applies IFRS 9 to such long-term interests before it
applies IAS 28. In applying IFRS 9, the Company does not take account of any adjustments to the
carrying amount of long-term interests required by IAS 28. The adoption did not result in material
impact on the Company’s financial statements.

IFRIC 23 Uncertainty over Income Tax Treatments

The Company has adapted IFRIC 23 for the first time in the current year. IFRIC 23 sets out how
to determine the accounting tax position when there is uncertainty over income tax treatments.
The Interpretation requires the Company to:

. determine whether uncertain tax positions are assessed separately or as a group; and

o Assess whether it is probable that a tax authority will accept an uncertain tax treatment
used, or proposed to be used, by an entity in its income tax filings: If yes, the Company
should determine its accounting tax position consistently with the tax treatment used or
planned to be used in its income tax filings.

. If no, the Company should reflect the effect of uncertainty in determining its accounting tax
position using either the most likely amount or the expected value method.

The adoption did not result in material impact on the Company's financial statements.
Amendments to IAS 19 Employee Benefits

The Company has adopted the amendments of IAS 19 prospectively for the first time in the
current year. The amendments clarify that the past service cost (or of the gain or loss on
settlement) is calculated by measuring the defined benefit liability (asset) using updated

10
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GEORGIAN DISTRIBUTION AND MARKETING COMPANY LLC

NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 31 DECEMBER 2019 (CONTINUED)
(in thousands of Georgian Lari)
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assumptions and comparing benefits offered and plan assets before and after the plan
amendment (or curtailment or settlement) but ignoring the effect of the asset ceiling (that may
arise when the defined benefit plan is in a surplus position). IAS 19 is now clear that the change
in the effect of the asset ceiling that may result from the plan amendment (or curtailment or

settlement) is determined in a second step and is recognized in the normal manner in other
comprehensive income.

The paragraphs that relate to measuring the current service cost and the net interest on the net
defined benefit liability (asset) have also been amended. An entity will now be required to use the
updated assumptions from this remeasurement to determine current service cost and net interest
for the remainder of the reporting period after the change to the plan. In the case of the net
interest, the amendments make it clear that for the period post plan amendment, the net interest
is calculated by multiplying the net defined benefit liability (asset) as remeasured under IAS
19.99 with the discount rate used in the remeasurement (also taking into account the effect of
contributions and benefit payments on the net defined benefit liability (asset)). The adoption did
not result in material impact on the Company's financial statements.

Annual Improvements to IFRS Standards 2015-2017 Cycle

The Company has adopted the amendments included in the Annual improvements to IFRS
standards 2015-2017 Cycle for the first time in the current year. The Annual Improvements
include amendments to four Standards.

o

IAS 12 Income Taxes

The amendments clarify that an entity should recognize the income tax consequences of
dividends in profit or loss, other comprehensive income or equity according to where the entity
originally recognized the transactions that generated the distributable profits. This is the case
irrespective of whether different tax rates apply to distributed and undistributed profits.

IAS 23 Borrowing Costs

The amendments clarify that if any specific borrowing remains outstanding after the related asset
is ready for its intended use or sale, that borrowing becomes part of the funds that an entity
borrows generally when calculating the capitalization rate on general borrowings.

IFRS 3 Business Combinations

The amendments to IFRS 3 clarify that when an entity obtains control of a business that is a joint
operation, the entity applies the requirements for a business combination achieved in stages,
including remeasuring its previously held interest (PHI) in the joint operation at fair value. The

PHI to be remeasured includes any unrecognized assets, liabilities and goodwill relating to the
joint operation.

IFRS 11 Joint Arrangements

The amendments to IFRS 11 clarify that when a party that participates in, but does not have joint
control of, a joint operation that is a business obtains joint control of such a joint operation, the
entity does not remeasure its PHI in the joint operation.

The amendments did not result in material impact on the Company's financial statements.

New and revised IFRS Standards in issue but not yet effective

At the date of authorization of these financial statements, the Company has not applied the
following new and revised IFRS standards that have been issued but are not yet effective:

. IFRS 17 - Insurance Contracts

. IFRS 10 and IAS 28 (amendments) - Sale of Contribution of Assets between an investor and
its Associate or Joint Venture

. Amendments to IFRS 3 - Definition of business

. Amendments to IAS 1 and IAS 8 - Definition of material

. Conceptual Framework - Amendments to References to the Conceptual Framework in IFRS
Standards

IFRS 17 Insurance Contracts

11
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GEORGIAN DISTRIBUTION AND MARKETING COMPANY LLC

NOTES TO THE FINANCIAL STATEMENTS

FOR THE YEAR ENDED 31 DECEMBER 2019 (CONTINUED)
(in thousands of Georgian Lari)

The new Standard establishes the principles for the recognition, measurement, presentation and
disclosure of insurance contracts and supersedes IFRS 4 Insurance Contracts.

The Standard outlines a General Model, which is modified for insurance contracts with direct
participation features, described as the Variable Fee Approach. The General Model is simplified if

certain criteria are met by measuring the liability for remaining coverage using the Premium
Allocation Approach.

The General Model will use current assumptions to estimate the amount, timing and uncertainty
of future cash flows and it will explicitly measure the cost of that uncertainty, it takes into account
market interest rates and the impact of policyholders’ options and guarantees. The
implementation of the Standard is likely to bring significant changes to an entity’s processes and

systems, and will require much greater co-ordination between many functions of the business,
including finance, actuarial and IT.

The Standard is effective for annual reporting periods beginning on or after 1 January 2021, with
early application permitted. It is applied retrospectively unless impracticable, in which case the
modified retrospective approach or the fair value approach is applied.

For the purpose of the transition requirements, the date of initial application is the start if the
annual reporting period in which the entity first applies the Standard, and the transition date is
the beginning of the period immediately preceding the date of initial application.

The management of the Company does not anticipate that the application of the Standard in the
future will have an impact on the Company’s financial statements.

IFRS 10 Consolidated Financial Statements and IAS 28 (amendments)

The amendments to IFRS 10 and IAS 28 deal with situations where there is a sale or contribution
of assets between an investor and its associate or joint venture. Specifically, the amendments
state that gains or losses resulting from the loss of control of a subsidiary that does not contain a
business in a transaction with an associate or a joint venture that is accounted for using the
equity method, are recognized in the parent’s profit or loss only to the extent of the unrelated
investors’ interests in that associate or joint venture. Similarly, gains and losses resulting from
the remeasurement of investments retained in any former subsidiary (that has become an
associate or a joint venture that is accounted for using the equity method) to fair value are

recognized in the former parent’s profit or loss only to the extent of the unrelated investors'
interests in the new associate or joint venture.

The effective date of the amendments has yet to be set by the IASB; however, earlier application
of the amendments is permitted.

The management of the Company does not anticipate that the application of the Standard in the
future will have an impact on the Company’s financial statements.

Amendments to IFRS 3 Definition of a business

The amendments clarify that while businesses usually have outputs, outputs are not required for
an integrated set of activities and assets to qualify as a business. To be considered a business an
acquired set of activities and assets must include, at a minimum, an input and a substantive
process that together significantly contribute to the ability to create outputs,

Additional guidance is provided that helps to determine whether a substantive process has been
acquired.

The amendments introduce an optional concentration test that permits a simplified assessment of
whether an acquired set of activities and assets is not a business. Under the optional
concentration test, the acquired set of activities and assets is not a business if substantially all of

the fair value of the gross assets acquired is concentrated in a single identifiable asset or group of
similar assets,

12
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GEORGIAN DISTRIBUTION AND MARKETING COMPANY LLC

NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 31 DECEMBER 2019 (CONTINUED)
(in thousands of Georgian Lari)

The amendments are applied prospectively to all business combinations and asset acquisitions for
which the acquisition date is on or after the first annual reporting period beginning on or after 1
January 2020, with early application permitted.

The management of the Company does not anticipate that the application of the Standard in the
future will have an impact on the Company’s financial statements.

Amendments to IAS 1 and IAS 8 Definition of material

The amendments are intended to make the definition of material in IAS 1 easier to understand
and are not intended to alter the underlying concept of materiality in IFRS Standards. The

concept of ‘obscuring’ material information with immaterial information has been included as part
of the new definition.

The threshold for materiality influencing users has been changed from ‘could influence’ to ‘could
reasonably be expected to influence’.

The definition of material in IAS 8 has been replaced by a reference to the definition of material in
IAS 1. In addition, the IASB amended other Standards and the Conceptual Framework that
contain a definition of material or refer to the term *material’ to ensure consistency.

The amendments are applied prospectively for annual periods beginning on or after 1 January
2020, with earlier application permitted.

The management of the Company does not anticipate that the application of the Standard in the
future will have an impact on the Company’s financial statements.

Amendments to References to the Conceptual Framework in IFRS Standards

Together with the revised Conceptual Framework, which became effective upon publication on 29
March 2018, the IASB has also issued Amendments to References to the Conceptual Framework

in IFRS Standards. The document contains amendments to IFRS 2, IFRS 3, IFRS 6, IFRS 14, IAS
1, IAS 8, 1IAS 34, IAS 37, IAS 38, IFRIC 12, IFRIC 19, IFRIC 20, IFRIC 22, and SIC-32.

Not all amendments, however, update those pronouncements with regard to references to and
quotes from the framework so that they refer to the revised Conceptual Framework. Some
pronouncements are only updated to indicate which version of the Framework they are
referencing to (the IASC Framework adopted by the IASB in 2001, the IASB Framework of 2010,
or the new revised Framework of 2018) or to indicate that definitions in the Standard have not
been updated with the new definitions developed in the revised Conceptual Framework.

The amendments, where they actually are updates, are effective for annual periods beginning on
or after 1 January 2020, with early application permitted.

The management of the Company does not anticipate that the application of the Standard in the
future will have an impact on the Company’s financial statements.

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

Statement of compliance. These financial statements have been prepared in accordance with
International Financial Reporting Standards ("IFRS”) issued by the International Accounting

Standards Board ("IASB") and Interpretations issued by the International Financial Reporting
Interpretations Committee (“"IFRIC").

Basis of preparation. These financial statements have been prepared in accordance with
International Financial Reporting Standards ("IFRS”) as issued by the IASB, and in accordance
with requirements of Law of Georgia on Accounting, Reporting and Auditing. The principal
accounting policies applied in the preparation of these financial statements are set out below.
These policies have been consistently applied to all the periods presented, unless otherwise
stated. These financial statements have been prepared on the assumption that the Company is a
going concern and will continue its operation for the foreseeable future.

Historical cost is generally based on the fair value of the consideration given in exchange for
goods and services.

13
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GEORGIAN DISTRIBUTION AND MARKETING COMPANY LLC

NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 31 DECEMBER 2019 (CONTINUED)
(in thousands of Georgian Lari)

Fair value is the price that would be received to sell an asset or paid to transfer a liability in

an orderly transaction between market participants at the measurement date, regardless of
whether that price is directly observable or estimated using another valuation technique.

In estimating the fair value of an asset or a liability, the Company takes into account

the characteristics of the asset or liability if market participants would take those characteristics
into account when pricing the asset or liability at the measurement date. Fair value for
measurement and/or disclosure purposes in these financial statements is determined on such

a basis, except for share-based payment transactions that are within the scope of IFRS 2, leasing
transactions that are within the scope of IAS 17, and measurements that have some similarities
to fair value but are not fair value, such as net realisable value in IAS 2 or value in use in IAS 36.
In addition, for financial reporting purposes, fair value measurements are categorised into level 1,
2 or 3 based on the degree to which the inputs to the fair value measurements are observable

and the significance of the inputs to the fair value measurement in its entirety, which are
described as follows:

» Level 1 inputs are quoted prices (unadjusted) in active markets for identical assets or
liabilities that the entity can access at the measurement date;

. Level 2 inputs are inputs, other than quoted prices included within Level 1, that are
observable for the asset or liability, either directly or indirectly; and

. Level 3 inputs are unobservable inputs for the asset or liability.

Functional currency. Items included in the financial statements of each of the Company'’s
entities are measured using the currency of the primary of the economic environment in which
the entity operates ("the functional currency”). The functional currency of the parent of

the Company is the Georgian Lari ("GEL"). The presentational currency of the financial statements

of the Company is the GEL. All values are rounded to the nearest thousand Lari, except when
otherwise indicated.

T T e |

Offsetting. Financial assets and financial liabilities are offset and the net amount reported in

the statement of financial position only when there is a legally enforceable right to offset

the recognised amounts and there is an intention to settle on a net basis, or to realise the assets
and settle the liability simultaneously. Income and expense is not offset in the statement of profit
or loss unless required or permitted by any accounting standard or interpretation, and

as specifically disclosed in the accounting policies of the Company.

The principal accounting policies are set out below.

Revenue. Revenue is measured at the fair value of the consideration received or receivable.
Revenue is recognized when all the following conditions are satisfied:

. The Company has transferred to the buyer the significant risks and rewards of ownership of
the goods;

. The Company retains neither continuing managerial involvement to the degree usually
associated with ownership nor effective control over the goods sold;

. The amount of revenue can be measured reliably;

. It is probable that the economic benefits associated with the transaction will flow to the
entity; and;

. The costs incurred or to be incurred in respect of the transaction can be measured reliably.

The Company recognizes performance obligation for sale of products at a point in time, because
there is only one performance obligation. Revenue is reduced for estimated customer returns,
rebates and other similar allowances.

Leases — applicable after January 1, 2019

The Company assesses whether a contract is or contains a lease, at inception of the contract. The
Company recognizes a right-of-use asset and a corresponding lease liability with respect to all
lease arrangements in which it is the lessee, except for short-term leases (defined as leases with
a lease term of 12 months or less) and leases of low value assets (such as tablets and personal
computers, small items of office furniture and telephones). For these leases, the Company
recognizes the lease payments as an operating expense on a straight-line basis over the term of

14



GEORGIAN DISTRIBUTION AND MARKETING COMPANY LLC

NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 31 DECEMBER 2019 (CONTINUED)
(in thousands of Georgian Lari)

the lease unless another systematic basis is more representative of the time pattern in which
economic benefits from the leased assets are consumed.

The lease liability is initially measured at the present value of the lease payments that are not
paid at the commencement date, discounted by using the rate implicit in the lease. If this rate
cannot be readily determined, the Company uses its incremental borrowing rate.

The lease liability is presented as a separate line in the statement of financial position.

The lease liability is subsequently measured by increasing the carrying amount to reflect interest
on the lease liability (using the effective interest method) and by reducing the carrying amount to
reflect the lease payments made.

The Company remeasures the lease liability (and makes a corresponding adjustment to the
related right-of-use asset) whenever:

. The lease term has changed or there is a significant event or change in circumstances
resulting in a change in the assessment of exercise of a purchase option, in which case the
lease liability is remeasured by discounting the revised lease payments using a revised
discount rate.

- The lease payments change due to changes in an index or rate or a change in expected
payment under a guaranteed residual value, in which cases the lease liability is remeasured
by discounting the revised lease payments using an unchanged discount rate (unless the
lease payments change is due to a change in a floating interest rate, in which case a revised
discount rate is used).

© A lease contract is modified and the lease modification is not accounted for as a separate
lease, in which case the lease liability is remeasured based on the lease term of the modified
lease by discounting the revised lease payments using a revised discount rate at the
effective date of the modification.

The Company did not make any such adjustments during the periods presented.

The right-of-use assets comprise the initial measurement of the corresponding lease liability,
lease payments made at or before the commencement day, less any lease incentives received
and any initial direct costs. They are subsequently measured at cost less accumulated
depreciation and impairment |osses.

Whenever the Company incurs an obligation for costs to dismantle and remove a leased asset,
restore the site on which it is located or restore the underlying asset to the condition required by
the terms and conditions of the lease, a provision is recognized and measured under IAS 37. To
the extent that the costs relate to a right-of-use asset, the costs are included in the related right-
of-use asset, unless those costs are incurred to produce inventories.
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commencement date of the lease.

The right-of-use assets are presented in Property and Equipment line in the statement of financial
position.

The Company applies IAS 36 to determine whether a right-of-use asset is impaired and accounts
for any identified impairment loss as described in the ‘Property, Plant and Equipment’ policy.

As a practical expedient, IFRS 16 permits a lessee not to separate non-lease components, and
instead account for any lease and associated non-lease components as a single arrangement. The
Company has used this practical expedient.

The Company is not represented as Lessor during the years ended December 31, 2019 and 2018.
Leases — applicable before January 1, 2019

Leases are classified as finance leases whenever the terms of the lease transfer substantially all
the risks and rewards of ownership to the lessee. All other leases are classified as operating
leases.
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GEORGIAN DISTRIBUTION AND MARKETING COMPANY LLC

NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 31 DECEMBER 2019 (CONTINUED)
(in thousands of Georgian Lari

The Company as lessor

Rental income from operating leases is recognized on a straight-line basis over the term of the
relevant lease. Initial direct costs incurred in negotiating and arranging an operating lease are
added to the carrying amount of the leased asset and recognized on a straight-line basis over the
lease term.

The Company as lessee

Operating lease payments are recognized as an expense on a straight-line basis over the lease
term, except where another systematic basis is more representative of the time pattern in which
economic benefits from the leased asset are consumed. Contingent rentals arising under
operating leases are recognized as an expense in the period in which they are incurred.

In the event that lease incentives are received to enter into operating leases, such incentives are
recognized as a liability. The aggregate benefit of incentives is recognized as a reduction of rental
€xpense on a straight-line basis, except where another systematic basis is more representative of
the time pattern in which economic benefits from the leased asset are consumed.

Foreign Currencies. Transactions in currencies ather than the entity’s functional currency
(foreign currencies) are recorded at the rates of exchange prevailing at the dates of the
transactions. At each reporting date, monetary items denominated in foreign currencies are
retranslated at the rates prevailing at the reporting date. All realized and unrealized gains and
losses arising on exchange differences are included in the statement of profit or loss and other
comprehensive income for the period.

Below are exchange rates as at year end which were used by the Company for the purpose of
these financial statements:

31/12/2019 31/12/2018

GEL/USD 2.8677 2.6766
GEL/EUR 3.2095 3.0701

corporate tax rate on retained earnings and a 15% corporate tax rate on distributed earnings,
compared to the previous model of 15% tax rate charged to the company's profit before tax,
regardless of the retention or distribution status.
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The new profit tax rules are effective as of 1 January 2017, which applies to the company and
the tax base comprise both actual and deemed profit distributions, including the following:

. Distributed profits;

. Expenses incurred or other payments not related to economic activities;

. Gratuitous supplies of goods/services and/or transfers of funds; and

. Representation expenses that exceed the maximum amount defined in the tax code.

Income tax on distributed profits is recognised as an expense at the moment dividends are
declared and recorded under “income tax” in the statement of profit or loss. Current tax assets
and tax liabilities for current and previous periods are measured at the amount expected to be

obtained from or paid to tax authorities.

Tax imposed on the areas other than distributed profits as described above is recorded under “tax
expenses” in the statement of profit and loss.

Due to the changed concept of taxation the term taxable base of assets and liabilities loses its
economic meaning and deferred tax liabilities and assets as defined in IAS 12-Income Tax, are
not applicable under new corporate taxation model.,

Property, plant and equipment. Property, plant and equipment are stated at cost, less
accumulated depreciation and provision for impairment, where required.

16



Al
o
=
o
=
=
S
=
=
=
=
—
=
=
-
=
o

GEORGIAN DISTRIBUTION AND MARKETING COMPANY LLC

NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 31 DECEMBER 2019 (CONTINUED)
(in thousands of Georgian Lari)

Costs of minor repairs and maintenance are expensed when incurred. Cost of replacing major
parts or components of property, plant and equipment items are capitalised and the replaced part
is retired.

At each end of the reporting period management assesses whether there is any indication of
impairment of property, plant and equipment. If any such indication exists, management
estimates the recoverable amount, which is determined as the higher of an asset’s fair value less
costs to sell and its value in use. The carrying amount is reduced to the recoverable amount and
the impairment loss is recognised in profit or loss for the year. An impairment loss recognised for
an asset in prior years is reversed where appropriate if there has been a change in the estimates
used to determine the asset's value in use or fair value less costs to sell.

Gains and losses on disposals are determined by comparing proceeds with carrying amount and
are recognised in profit or loss for the year within other income or costs.

Depreciation. Depreciation on property, plant and equipment is calculated using the straight-line
method to allocate their cost to their residual values over their estimated useful lives.

The estimated useful lives, residual values and depreciation method are reviewed at the end of
each reporting period, with the effect of any changes in estimate accounted for on a prospective
basis. Depreciation rates are as follows:

Depreciation rates

Machinery and equipment 20%
Transport 20%
Office equipment 20%
Other 20%

The residual value of an asset is the estimated amount that the Company would currently obtain
from disposal of the asset less the estimated costs of disposal, if the asset were already of
the age and in the condition expected at the end of its useful life. The assets’ residual values and
useful lives are reviewed, and adjusted if appropriate, at the end of each reporting period.

An item of property, plant and equipment is derecognised upon disposal or when no future
economic benefits are expected to arise from the continued use of the asset. Any gain or loss
arising on the disposal or retirement of an item of property, plant and equipment is determined
as the difference between the sales proceeds and the carrying amount of the asset and is
recognised in profit or loss.

Intangible assets acquired separately. Intangible assets with finite useful lives that are
acquired separately are carried at cost less accumulated amortization and accumulated
impairment losses. Amortization is recognized on a straight-line basis over their estimated useful
lives. The estimated useful life and amortization method are reviewed at the end of each
reporting period, with the effect of any changes in estimate being accounted for on a prospective
basis. Amortisation rate applied to intangible assets is 15%, applied on a straight line basis.

An intangible asset is derecognized on disposal, or when no future economic benefits are
expected from use or disposal. Gains or losses arising from derecognition of an intangible asset,
measured as the difference between the net disposal proceeds and the carrying amount of the
asset, are recognized in profit or loss when the asset is derecognized.

Impairment of tangible and intangible assets. At the end of each reporting period,

the Company reviews the carrying amounts of its tangible and intangible assets to determine
whether there is any indication that those assets have suffered an impairment loss. If any such
indication exists, the recoverable amount of the asset is estimated in order to determine

the extent of the impairment loss (if any). When it is not possible to estimate the recoverable
amount of an individual asset, the Company estimates the recoverable amount of the cash-
generating unit to which the asset belongs. When a reasonable and consistent basis of allocation
can be identified, corporate assets are also allocated to individual cash-generating units, or
otherwise they are allocated to the smallest group of cash-generating units for which

a reasonable and consistent allocation basis can be identified.
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GEORGIAN DISTRIBUTION AND MARKETING COMPANY LLC

NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 31 DECEMBER 2019 (CONTINUED)
(in thousands of Georgian Lari)

Recoverable amount is the higher of fair value less costs to sell and value in use. In assessing
value in use, the estimated future cash flows are discounted to their present value using a pre-tax
discount rate that reflects current market assessments of the time value of money and the risks
specific to the asset for which the estimates of future cash flows have not been adjusted.

If the recoverable amount of an asset (or cash-generating unit) is estimated to be less than its
carrying amount, the carrying amount of the asset (or cash-generating unit) is reduced to its
recoverable amount. An impairment loss is recognised immediately in profit or loss,

When an impairment loss subsequently reverses, the carrying amount of the asset (or a cash-
generating unit) is increased to the revised estimate of its recoverable amount, but so that
the increased carrying amount does not exceed the carrying amount that would have been
determined had no impairment loss been recognised for the asset (or cash-generating unit) in
prior years. A reversal of an impairment loss is recognised immediately in profit or loss.

Inventories. Inventories are stated at the lower of cost and net realizable value. Cost is
calculated using weighted average method, Net realizable value is determined as the estimated
selling price less all estimated costs of completion and costs necessary to make the sale.
Suppliers of goods provide the Company with bonuses. Bonuses received from suppliers for
meeting the set sales related qualitative measures are deducted directly from cost of sales.

Provisions. Provisions are recognised when the Company has a present obligation (legal or
constructive) as a result of a past event, it is probable that the Company will be required to settle
the obligation, and a reliable estimate can be made of the amount of the obligation.

The amount recognised as a provision is the best estimate of the consideration required to settle
the present obligation at the end of the reporting period, taking into account the risks and
uncertainties surrounding the obligation. When a provision is measured using the cash flows
estimated to settle the present obligation, its carrying amount is the present value of those cash
flows (when the effect of the time value of money is material).

When some or all of the economic benefits required to settle a provision are expected to be
recovered from a third party, a receivable is recognised as an asset if it is virtually certain that
reimbursement will be received and the amount of the receivable can be measured reliably.
Contingent liabilities and assets. Contingent liabilities are not recognised in the statement of
financial position, but are disclosed in the notes to the financial statements, unless the probability
of an outflow of resources embodying economic benefits is remote. Contingent assets are not
recognised in the statement of financial position but are disclosed in the financial statements
when an inflow of economic benefits is probable.

Financial instruments. Financial assets and financial liabilities are recognised in the Company's
statement of financial position when the Company becomes a party to the contractual provisions
of the instrument.

Financial assets and financial liabilities are initially measured at fair value. Transaction costs that
are directly attributable to the acquisition or issue of financial assets and financial liabilities (other
than financial assets and financial liabilities at fair value through profit or loss) are added to or
deducted from the fair value of the financial assets or financial liabilities, as appropriate, on initial
recognition. Transaction costs directly attributable to the acquisition of financial assets or financial
liabilities at fair value through profit or loss are recognised immediately in profit or loss.

Financial assets. All recognised financial assets are measured subsequently in their entirety at
either amortised cost or fair value, depending on the classification of the financial assets.

Classification of financial assets

Financial assets are classified, at initial recognition, as subsequently measured at amortised cost.
The classification of financial assets at initial recognition depends on the financial asset’s
contractual cash flow characteristics and the Company’s business model for managing them. The
Company measures financial assets at amortised cost if both of the following conditions are met:

- The financial asset is held within a business model with the objective to hold financial assets
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(in thousands of Georgian Lari)

in order to collect contractual cash flows, And

. The contractual terms of the financial asset give rise on specified dates to cash flows that
are 'solely payments of principal and interest (SPPI)' on the principal amount outstanding.
This assessment is referred to as the SPPI test and is performed at an instrument level.

Debt instruments that meet the following conditions are measured subsequently at fair value
through other comprehensive income (FVTOCI).

. the financial asset is held within a business model whose objective is achieved by both
collecting contractual cash flows and selling the financial assets; and

. the contractual terms of the financial asset give rise on specified dates to cash flows that are
solely payments of principal and interest on the principal amount outstanding.

By default, all other financial assets are measured subsequently at fair value through profit or
loss (FVTPL).

Despite the foregoing, the Company may make the following irrevocable election/designation at
initial recognition of a financial asset:

. the Company may irrevocably elect to present subsequent changes in fair value of an equity
investment in other comprehensive income if certain criteria are met; and

. the Company may irrevocably designate a debt investment that meets the amortised cost or
FVTOCI criteria as measured at FVTPL if doing so eliminates or significantly reduces an
accounting mismatch.

Based on the past experience all financial assets are held in order to collect contractual cash
flows and are classified into first business model - Held to collect (H2C).

Effective interest method. The effective interest method is a method of calculating the
amortised cost of a debt instrument and of allocating interest income over the relevant period.

For financial assets other than purchased or originated credit-impaired financial assets (i.e. assets
that are credit-impaired on initial recognition), the effective interest rate is the rate that exactly
discounts estimated future cash receipts (including all fees and points paid or received that form
an integral part of the effective interest rate, transaction costs and other premiums or discounts)
excluding expected credit losses, through the expected life of the debt instrument, or, where
appropriate, a shorter period, to the gross carrying amount of the debt instrument on initial
recognition. For purchased or originated credit-impaired financial assets, a credit-adjusted
effective interest rate is calculated by discounting the estimated future cash flows, including
expected credit losses, to the amortised cost of the debt instrument on initial recognition.
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The amortised cost of a financial asset is the amount at which the financial asset is measured at
initial recognition minus the principal repayments, plus the cumulative amortisation using the
effective interest method of any difference between that initial amount and the maturity amount,
adjusted for any loss allowance. The gross carrying amount of a financial asset is the amortised
cost of a financial asset before adjusting for any loss allowance.

Interest income is recognised using the effective interest method for debt instruments measured
subsequently at amortised cost and at FVTOCI. For financial assets other than purchased or
originated credit-impaired financial assets, interest income is calculated by applying the effective
interest rate to the gross carrying amount of a financial asset, except for financial assets that
have subsequently become credit-impaired (see below). For financial assets that have
subsequently become credit-impaired, interest income is recognised by applying the effective
interest rate to the amortised cost of the financial asset. If, in subsequent reporting periods, the
credit risk on the credit-impaired financial instrument improves so that the financial asset is no
longer credit-impaired, interest income is recognised by applying the effective interest rate to the
gross carrying amount of the financial asset.

For purchased or originated credit-impaired financial assets, the Company recognises interest

income by applying the credit-adjusted effective interest rate to the amortised cost of the
financial asset from initial recognition. The calculation does not revert to the gross basis even if
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the credit risk of the financial asset subsequently improves so that the financial asset is no longer
credit-impaired.

Trade and other receivables. Trade and other receivables are non-derivative financial assets
with fixed or determinable payments that are not quoted in an active market. Trade and other
receivables are measured at amortised cost using the effective interest method, less any
impairment. Interest income is recognised by applying the effective interest rate, except for
short-term receivables when the effect of discounting is immaterial,

Cash and cash equivalents. Cash and cash equivalents include cash in hand, deposits held

at call with banks due on demand or with original maturities of less than three months. Cash and
cash equivalents are carried at amortised cost using the effective interest method. Restricted
balances are excluded from cash and cash equivalents for the purposes of the cash flow
statement. Balances restricted from being exchanged or used to settle a liability for at least
twelve months after the reporting period are included in restricted cash.

Impairment of financial assets. The Company applies the IFRS 9 simplified approach to
measuring expected credit losses which uses a lifetime expected loss allowance for all trade
receivables and contract assets, Therefore, for cash and cash equivalents and trade receivables
the Company does not track changes in credit risk, but instead recognises a loss allowance based
on lifetime ECLs at each reporting date. The Company has established a provision approach that
is based on its historical credit loss experience, adjusted for forward-looking factors specific to the
debtors and the economic environment.

The Company considers a financial asset in default when contractual payment are 90 days past
due. However, in certain cases, the Company may also consider a financial asset to be in default
when internal or external information indicates that the Company is unlikely to receive the
outstanding contractual amounts in full before taking into account any credit enhancements held
by the company.

Uncollectible assets are written off against the related impairment loss provision after all the
necessary procedures to recover the asset have been completed and the amount of the loss has
been determined. Subsequent recoveries of amounts previously written off are credited to
impairment loss account within the profit or loss for the year.

Derecognition of financial assets. The Company derecognizes a financial asset only when the
contractual rights to the cash flows from the asset expire, or when it transfers the financial asset
and substantially all the risks and rewards of ownership of the asset to another entity. If the
Company neither transfers nor retains substantially all the risks and rewards of ownership and
continues to control the transferred asset, the Company recognises its retained interest in the
asset and an associated liability for amounts it may have to pay. If the Company retains
substantially all the risks and rewards of ownership of a transferred financial asset, the Company
continues to recognise the financial asset and also recognizes a collateralized borrowing for the
proceeds received.

On derecognition of a financial asset measured at amortised cost, the difference between the
asset’s carrying amount and the sum of the consideration received and receivable is recognized in
profit or loss. In addition, on derecognition of an investment in a debt instrument classified as at
FVTOCI, the cumulative gain or loss previously accumulated in the investments revaluation
reserve is reclassified to profit or loss.

Financial liabilities and equity instruments

Classification as debt or equity

Debt and equity instruments issued by the Company are classified as either financial liabilities or
as equity in accordance with the substance of the contractual arrangements and the definitions
of a financial liability and an equity instrument.
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Equity instruments

An equity instrument is any contract that evidences a residual interest in the assets of an entity
after deducting all of its liabilities. Equity instruments issued by the Company are recognized at
the proceeds received, net of direct issue costs.

Repurchase of the Company’s own equity instruments is recognized and deducted directly in
equity. No gain or loss is recognized in profit or loss on the purchase, sale, issue or cancellation of
the Company's own equity instruments.

Financial liabilities

Financial liabilities (represented with borrowings, trade and other accounts payable and dividends
payable) are subsequently measured at amortized cost using the effective interest method.

Derecognition of financial liabilities

The Company derecognizes financial liabilities when, and only when, the Company’s obligations
are discharged, cancelled or they expire. The difference between the carrying amount of the
financial liability derecognized and the consideration paid and payable is recognized in profit or
loss.

Charter capital. Charter capital is recognized at the fair value of the contributions received by
the Company.

Dividends. Dividends are recognized in the equity as a reduction in the period in which they are
declared. Dividends that are declared after the reporting date are treated as a subsequent event
and disclosed accordingly.
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Prepaid taxes and taxes payable. Prepaid taxes are stated at their nominal value less an
allowance for estimated irrecoverable amounts. Taxes payable other than income tax are stated
at their nominal value. Tax assets and liabilities are accumulated on a single tax account with the
Revenue Service of Georgia. The settlement is made on a net basis.

Prepayments to suppliers. Prepayments to suppliers are stated at their cost less an allowance
for irrecoverable amounts.

4. CRITICAL ACCOUNTING ESTIMATES, AND JUDGEMENTS IN APPLYING ACCOUNTING
POLICIES

In the application of the Company’s accounting policies, which are described in note 3,
management is required to make judgements, estimates and assumptions about the carrying
amounts of assets and liabilities that are not readily apparent from other sources. The estimates
and associated assumptions are based on historical experience and other factors that are
considered to be relevant. Actual results may differ from these estimates.

The estimates and underlying assumptions are reviewed on an ongoing basis. Revisions to
accounting estimates are recognised in the period in which the estimate is revised if the revision
affects only that period, or in the period of the revision and future periods if the revision affects
both current and future periods.

The following are the critical judgements, apart from those involving estimations (see below),
that the Company’s management has made in the process of applying the Company's accounting
policies and that have the most significant effect on the amounts recognised in the financial
statements.

Useful lives of property, plant and equipment. The estimation of the useful lives of items of
property, plant and equipment is a matter of judgment based on the experience with similar
assets.

The future economic benefits embodied in the assets are consumed principally through use.
However, other factors, such as technical or commercial obsolescence and wear and tear, often
result in the diminution of the economic benefits embodied in the assets.
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NOTES TO THE FINANCIAL STATEMENTS )
FOR THE YEAR ENDED 31 DECEMBER 2019 (CONTINUED)
(in thousands of Georgian Lari)

Management assesses the remaining useful lives in accordance with the current technical
conditions of the assets and estimated period during which the assets are expected to earn
benefits for the Company. The following primary factors are considered: (a) expected usage of
the assets; (b) expected physical wear and tear, which depends on operational factors and

maintenance programme; and (c) technical or commercial obsolescence arising from changes in
market conditions.

Expected Credit Loss. The Company creates expected credit loss to account for estimated
losses resulting from the inability of customers to make the required payments or counterparties
not paying the issued loans. When evaluating the adequacy of an expected credit loss,
management bases its estimate on current overall economic conditions, ageing of the receivables
and loans issued balances, historical write-off experience, customer creditworthiness and changes
in payment terms. Changes in the economy, industry or specific customer conditions may require
adjustments to the expected credit loss recorded in the financial statements.

As at 31 December 2019 and 2018 expected credit loss for loans issued equaled to GEL 421
thousand and GEL 333 thousand, respectively.

As at 31 December 2019 and 2018 expected credit loss for trade and other receivables equaled to
GEL 2,468 thousand and GEL 2,261 thousand, respectively.

5. REVENUE

During the years ended 31 December 2019 and 2018, revenue of the Company consisted of:

Year ended Year ended
31 December 31 December
.. 2018 2018
Fast-Moving consumer goods 102,325 93,370
Alcohol 5,781 7,289
Chemicals 1,436 3,109
Other 728 597
Total 110,270 104,365

6. COST OF SALES

During the years ended 31 December 2019 and 2018, cost of sales of the Company consisted of:

Year ended Year ended
31 December 31 December
2019 2018
Fast-Moving consumer goods 74,391 67,654
Alcohol 5,251 6,464
Chemicals 1,423 3,090
Other 546 534
Total 81,611 77,742

22
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7. DISTRIBUTION EXPENSES

During the years ended 31 December 2019 and 2018, distribution expenses of the Company
consisted of:

Year ended Year ended
31 December 31 December
2019 2018
Payroll and related charges 6,051 6,058
Advertising expense 2,359 3,029
Transportation expense 1,670 1,572
Depreciation expense 649 1,462
Expenses related to short-term leases and low-cost assets 245 618
Total 10,974 12,739

8. GENERAL AND ADMINISTRATIVE EXPENSES

During the years ended 31 December 2019 and 2018 general and administrative expenses of the
Company consisted of:

Year ended Year ended
31 December 31 December
2019 2018

Payroll and related charges 3,071 2,441
Depreciation and amortization 1,425 188
Professional services 289 318
Impairment losses 202 649
Utilities 136 131
Bank Charges 124 59
Business trip expense 119 137
Insurance Expense 100 66
Communication 78 71
Stationary 65 37
Security 28 27
Expenses related to short-term leases and low-cost assets 63 169
Training expense 2 314
Other 342 312
Total 6,044 4,919

For the year 2019 bad debt expense comprises the recovery of provision for prepayments,
expected credit loss for trade and other accounts receivable and loans issued in amount of GEL
324, GEL 438 and GEL 88, respectively.

For the year 2018 bad debt expenses comprises of provision for prepayments, expected credit loss
for trade and other accounts receivable and loans issued in amount of GEL 155, GEL 261 and GEL
233, respectively.
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GEORGIAN DISTRIBUTION AND MARKETING COMPANY LLC

NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 31 DECEMBER 2019 (CONTINUED)
(in thousands of Georgian Lari)

11—

()

9. PROPERTY, PLANT AND EQUIPMENT

n.

Movement of property, plant and equipment for the year ended 31 December 2019 and 31
December 2018 was as follows:

[N
Machinery
and Office
i equipment Transportation equipment Total
T.- Cost at 1 January 2018 168 3,375 670 4,213
I~ Additions 386 294 64 744
L Disposals - (154) (4) (158)
% Cost at 31 December 2018 554 3,515 730 4,799
i Additions 479 1,108 28 1,015
= Disposals - (356) (8) o (364)
Lo Cost as 31 December 2019 1,033 4,267 _ 750 6,050
Accumulated depreciation at 1
January 2018 112 1,514 424 2,050
Charge for the year 82 523 o8 703
i Elimination on disposals - - (96) (2) (98)
Accumulated depreciation at 31
December 2018 194 1,941 520 2,655
-
Charge for the year 127 534 86 747
Elimination on disposals - - 294 ) (5 (299)
- Accumulated depreciation at 31
December 2019 321 2,181 601 3,103
Net carrying amounts
As at 31 December 2018 360 1,574 210 2,144
As at 31 December 2019 712 2,086 149 2,947
As at 31 December 2019 and 2018, cost of fully depreciated assets included in property, plant
and equipment was GEL 1,001 thousand and 979 thousand respectively.
As at 31 December 2019 and 2018 property plant and equipment with net book value of GEL
2,947 thousand and GEL 2,144 thousand, respectively were pledged by the Company as collateral
against the borrowings (Note 16).
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(in thousands of Georgian Lari)

10. RIGHT-OF-USE ASSETS AND LEASE LIABILITY

At of 31 December 2019 and 1 January 2019 balances of right-us-use assets were as follow:

Cost

Balance at 1 January 2019
Additions

Balance at 31 December 2019
Depreciation

Balance at 1 January 2019
Depreciation for the year
Balance at 31 December 2019

Carrying amount

Movement of lease liability for the year ended 31 December 2019 was as follows:

Balance at the beginning of the period

Lease liability recognized under IAS 17
Initial recognition

Addition

Interest expense on lease liabilities
Foreign exchange loss

Repayment of lease interest
Repayment of lease principal

Balance at the end of the period

Warehouses Vehicles Total
5,336 48 5,384
789 169 958
6,125 217 6,342
1,143 74 1,217
1,143 74 1,217
4,982 143 5,125
2019
364
5,384
958
492
71
(492)
__ (1,389)
5,388

As at 31 December 2018 Weighted average lease term for the right-of-use assets is 5 years and
the weighted average lessee’s incremental borrowing rate applied to the lease liabilities is 8.2%.

Amounts recognised in profit and loss 2019
Depreciation expense 1,217
Interest expense 492
Foreign exchange loss 71
Expenses related to short-term leases and low-cost items _308
Total 2,088

Lease Liability December 31, 2019

Amounts payable Future finance

Maturity analysis under finance leases charges
Year 1 1,203 435
Year 2 1,256 322
Year 3 1,335 207
Year 4 1,475 124
Year 5 119 80
Total lease Liability 5,388 1,168
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GEORGIAN DISTRIBUTION AND MARKETING COMPANY LLC

NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 31 DECEMBER 2019 (CONTINUED)
(in thousands of Georgian Lari)

11.

12.

INVENTORIES

At 31 December 2019 and 2018 inventories were as follows:

Finished goods
Goods in transit
Other

TOTAL

31 December

31 December

2019 2018
8,652 8,834
696 1,357
168 168
9,516 10,359

As of 31 December 2019 and 2018 inventory with carrying amount of GEL 9,516 thousand and
GEL 10,359 thousand, was pledged by the Company as collateral against the borrowings (Note

16).

TRADE AND OTHER ACCOUNTS RECEIVABLE

At 31 December 2019 and 2018 trade and other accounts receivable were as follows:

Trade accounts receivable
Other accounts receivable

Less: expected credit loss/allowance for irrecoverable amounts

TOTAL

31 December

31 December

2019 2018
27,074 22,604
189 116
27,263 22,720

(2,468) (2,261)
24,795 20,459

As at 31 December 2019 and 2018 receivables with carrying amount of GEL 24,795 thousand and
20,459 thousand, respectively were pledged by the Company as collateral against the borrowings

(Note 16).

Analysis by aging of trade and other receivables is as follows:

31 December
2019

(GEL'000)
Estimated total
gross carrying
amount at default

Lifetime ECL

31 December
2018

(GEL'000)
Estimated total
gross carrying
amount at default
Lifetime ECL

- less than - 31 to 60 -61to - over 90
Not past 30 days days 90 days days
due overdue overdue overdue overdue Total
25,325 82 47 131 1,689 27,263

(698) (8) (9) (64)  (1689) ) e

-lessthan - 31 to 60 -61to - over90

Not past 30 days days 90 days days
due overdue overdue overdue overdue Total
19,444 1,387 120 120 1,649 22,720
(389) (139)  (24) ~ (60) (1,649) (2,261)
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The Company always measures the loss allowance for trade and other receivables at an amount
equal to lifetime ECL. The expected credit losses on trade receivables are estimated using a past
default experience of the debtor and an analysis of the debtor’s current financial position,
adjusted for factors that are specific to the debtors, general economic conditions of the industry
in which the debtors operate and an assessment of both the current as well as the forecast
direction of conditions at the reporting date. The Company has recognised a loss allowance of 100
per cent against all receivables over 90 days past due because historical experience has indicated
that these receivables are generally not recoverable.

| ) g/ VU o

The Company writes off a trade receivable when there is information indicating that the debtor is
in severe financial difficulty and there is no realistic prospect of recovery.

The following table shows the movement in lifetime ECL that has been recognised for trade receivables
in accordance with the simplified approach set out in IFRS 9.

Movements in the expected credit loss for the year ended 31 December 2019 and 2018 are as

follows:

Expected
credit loss
movement

Balance as at 1 January 2018 2,000
Provision for impairment/(recovery of provision) 264
Amounts written-off - (3)
Balance as at 31 December 2018 2,261
Provision for impairment/(recovery of provision) 438
Amounts written-off (231)
Balance as at 31 December 2019 2,468

Respective movements in the gross carrying amounts of trade and other receivables for the year
ended 31 December 2019 and 2018, are as follows:

B L | L | ) S LR | B S\ | et ) o)

Gross
carrying
amount

__movement
Balance as at 1 January 2018 22,011
New trade and other receivables 15,278
Repayments (14,542)
Amounts written-off (27)
Balance as at 31 December 2018 22,720
New trade and other receivables 22,865
Repayments (18,091)
Amounts written-off (231)

Balance as at 31 December 2019 27,263

13. CASH AND CASH EQUIVALENTS

At 31 December 2019 and 2018 cash and cash equivalents were as follows:

31 December 31 December

2019 2018
Cash on hand 31 201
Cash with banks 5,607 4,096
TOTAL 5,638 4,297

None of the balances with banks are past due. No loss allowance is recognised for balances with
banks due to short-term nature. Bank balances include current accounts at banks in Georgia and
are used for the purpose of the daily activities of the Company.

As at 31 December 2019 and 2018 the majority of the Company’s cash in banks is with banks
rated by Fitch Ratings as B (short-term rating), BB- (long-term rating).
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GEORGIAN DISTRIBUTION AND MARKETING COMPANY LLC

NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 31 DECEMBER 2019 (CONTINUED)
(in thousands of Georgian Lari)

14.

15.

LOANS ISSUED

At 31 December 2019 and 2018 loans issued were as follows:

Loans disbursed to companies
Loans disbursed to individuals

Total
Less: expected credit Joss

Total

Long-term portion of loans disbursed
Short-term portion of loans disbursed

Total

Movement in the expected credit loss:
Movement in the ECL
Balance at the beginning of the year

Expected credit loss recognized on loans issued
Recovery of loans issued previously provisioned

Balance at the end of the year

31 December

31 December

2019 2018

10,860 15,859
76 184
10,936 16,043
(421) (333)
10,515 15,710
10,515 15,710
10,515 15,710

31/12/2019 31/12/2018

333 100

319 289

(231) (56)

421 333

The management have concluded that it would require cost and effort to determine the credit risk

of each loan on their respective dates of initial recognition. The Company defined full lifetime ECL

’

i.e, lifetime ECL that result from all possible default events over the life of the financial
instrument, (referred to as Stage 2 and Stage 3). For approach of PD estimations the Company

uses historical PDs produced by the rating agencies.

Loan issued with gross amount of GEL 262 thousand is overdue more than 90 days and is
allocated to stage 3. The loan is fully impaired, The remaining loans issued are assigned to stage

2.

CHARTER CAPITAL/RETAINED EARNINGS

At 31 December 2019 and 2018 authorized and paid capital was GEL 5,395 thousand.

During the year 2019 and 2018, declared and paid capital was GEL 895 thousand and GEL 395

thousand, respectively.

28



GEORGIAN DISTRIBUTION AND MARKETING COMPANY LLC

NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 31 DECEMBER 2019 (CONTINUED)
(in thousands of Georgian Lari)

16. BORROWINGS

At 31 December 2019 and 2018 borrowings were as follows:

ccy Maturity 31 D;[;::;nber 31 D;:fgiher
Secured loans and borrowings:
TBC Bank 1SC GEL Nov-20 8,066 =
TBC Bank 15C GEL Jul-21 5,436 -
TBC Bank JSC GEL Oct-19 - 18,129
TBC Bank 1SC usop Mar-19 - 3,488
Non-Secured loans and borrowings:
GDCC LLC GEL Dec-20 2,926 >
GDI LLC GEL Jul-19 5 2,955
Uta Maziashvili usD Feb-19 # 1,952
Total loans and borrowings 16,433 26,524
Short-term portion of loans and borrowing 14,338 26,524
Long-term portion of loans and borrowing 2,095 -
Total loans and borrowings 16,433 26,524

Borrowings from TBC BANK JSC have been secured by a pledge over the Company's inventory,
property, plant and equipment, and trade accounts receivable.

Movement of borrowings for the year ended 31 December 2019 and 2018 was as follows:
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Year 2019 Year 2018
Net debt at the beginning of the period 26,524 20,781
Principal addition 390,567 221,157
Interest accrued 2,098 1,571
Principal paid (400,600) (215,442)
Interest paid (2,118) (1,541)
Foreign exchange adjustments (37) (2)
Net debt at the end of the period 16,433 26,524

Movement of borrowings is related to short-term disbursements and repayment of the amounts
under credit-line agreements, arranged with the banks for financing the Company's working
capital.

17. TRADE AND OTHER ACCOUNTS PAYABLE

Trade and other accounts payable as at 31 December 2019 and 2018 were as follows:

31 December 31 December

2019 2018
Trade payables for inventory 5,769 3,920
Trade payables for services 1,468 1,303
Other payables . 407 442
TOTAL 7,644 5,665
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i8.

FINANCIAL INSTRUMENTS

Fair value measurements are analysed by level in the fair value hierarchy as follows: (i) level one
are measurements at quoted prices (unadjusted) in active markets for identical assets or
liabilities, (ii) level two measurements are valuations techniques with all material inputs
observable for the asset or liability, either directly (that is, as prices) or indirectly (that is, derived
from prices), and (iii) level three measurements are valuations not based on observable market
data (that is, unobservable inputs). Management applies judgement in categorizing financial
instruments using the fair value hierarchy. If a fair value measurement uses observable inputs
that require significant adjustment, that measurement is a Level 3 measurement. The significance
of a valuation input is assessed against the fair value measurement in its entirety.

Financial assets carried at amortised cost. The estimated fair value of fixed interest rate
instruments is based on estimated future cash flows expected to be received discounted

at current interest rates for new instruments with similar credit risk and remaining maturity.
Discount rates used depend on credit risk of the counterparty. Carrying amounts of trade
receivables and other financial assets approximate fair values due to their short term maturities.

Liabilities carried at amortised cost. The estimated fair value of fixed interest rate
instruments with stated maturity was estimated based on expected cash flows discounted

at current interest rates for new instruments with similar credit risk and remaining maturity.
Management of the Company considers that the carrying amounts of financial liabilities recorded
in the financial statements approximate their fair values.

The fair value of cash and cash equivalents was determined using level 1 measurement and
the fair value of other financial assets and liabilities were determined using level 3 measurement.

Capital risk management - The Company manages its capital to ensure that Company will be
able to continue as a going concern while maximizing the return to the equity holder through

the optimization of the debt and equity balance. Management of the Company reviews the capital
structure on a regular basis. Based on the results of this review, the Company takes steps to
balance its overall capital structure through the payment of dividends, new share issues as well
as taking of new loans and borrowings or redemption of existing loans and borrowings.

The gearing ratio at the end of the reporting period was as follows:

31 December 31 December
2019 2018
Borrowings 16,433 26,524
Cash and cash equivalents 5,638 _ _ (4,297)
Net borrowings 10,795 22,227
Equity 31,528 i 20,814
Net debt to equity ratio 34.23% 106.79%

Major categories of financial instruments - The Company’s principal financial liabilities
comprise loans and borrowings, trade and other payables. The main purpose of these financial
instruments is to raise finance for the Company’s operations. The Company has various financial
assets such as trade and other receivables and cash and cash equivalents,

31 December 31 December
2019 2018
Financial assets
Cash and cash equivalents 5,638 4,297
Loans issued 10,515 15,710
Trade and other accounts receivable 24,795 _ 20,459
Total financial assets 40,948 40,466
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31 December 31 December

2019 2018
Financial liabilities
Lease liability 5,388 364
Barrowings 16,433 26,524
Trade and other accounts payable 7,644 5,665
Total financial liabilities 29,465 32,553

The main risks arising from the Company's financial instruments are foreign currency, interest
rate, credit and liquidity risks.

Geographical risk. The Company’s assets are located in Georgia and its business plans are
critically dependent on the stability and rule of law in the country. Georgia continues to display
certain characteristics of an emerging market. As such, the Company is exposed to any
deterioration of the business or legal environment within the country

Foreign currency risk - Currency risk is the risk that the financial results of the Company will
be adversely impacted by changes in exchange rates to which the Company is exposed.

The Company undertakes certain transactions denominated in foreign currencies. The Company
does not use any derivatives to manage foreign currency risk exposure.

The carrying amounts of the Company's foreign currency denominated monetary assets and
liabilities as at 31 December 2019 and 2018 were as fallows:

31 December 2019 31 December 2018
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2.8677 GEL 3.2095 GEL 2.6766 GEL 3.0701 GEL
Financial assets
Cash and cash equivalents 281 - 44 -
Loans issued 10,578 - - 8,320
Trade and other accounts receivable - 79 £
Total financial assets 10,859 = 8,320 158
Financial liabilities
Borrowings - - 5,441 =
Lease liability 679 % 364 -
Trade and other payables 435 344 668
Total financial liabilities 1,114 - 1,419 6,473
Total net position 9,745 3 1,847 131

The table below details the Company'’s sensitivity to strengthening/weakening of functional
currency against foreign currencies by 20% as at 31 December 2018 and 31 December 2017.
The analysis was applied to monetary items at the reporting date denominated in respective

currencies.
As at 31 December 2019 USD impact EUR impact
GEL/USD + GEL/USD - GEL/EUR GEL/EUR -
20% 20% + 20% 20%
Profit/(loss) before tax 1,949 (1,949) - =
Impact on equity 1,657 (1,657) - =
As at 31 December 2018 USD impact EUR impact
GEL/USD + GEL/USD - GEL/EUR GEL/EUR -
20% 20% + 20% 20%
Profit/(loss) before tax 369 (369) 26 (26)
Impact on equity 314 (314) 22 (22)
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Interest rate risk — Interest rate risk is the risk that changes in floating interest rates will
adversely impact the financial results of the Company. The Company has limited exposure to
the interest rate risk as Company borrowed funds at only fixed interest rates.

Limitations of sensitivity analysis

The above tables demonstrate the effect of a change in a key assumption while other
assumptions remain unchanged. In reality, there is a correlation between the assumptions and
other factors. It should also be noted that these sensitivities are non-linear, and larger or smaller
impacts should not be interpolated or extrapolated from these results.

The sensitivity analysis do not take into consideration that the Company’s assets and liabilities
are actively managed. Additionally, the financial position of the Company may vary at the time
that any actual market movement occurs. For example, the Company’s financial risk management
strategy aims to manage the exposure to market fluctuations. As investment markets move past
various trigger levels, management actions could include selling investments, changing
investment portfolio allocation and taking other protective action. Consequently, the actual
impact of a change in the assumptions may not have any impact on the liabilities, whereas assets
are held at market value on the balance sheet. In these circumstances, the different
measurement bases for liabilities and assets may lead to volatility in equity.

Other limitations in the above sensitivity analyses include the use of hypothetical market
movements to demonstrate potential risk that only represent the Company’s view of possible
near-term market changes that cannot be predicted with any certainty; and the assumption that
all interest rates move in an identical fashion.

Credit risk. Credit risk is the risk that a customer may default or not meet its obligations to the
Company on a timely basis, leading to financial losses to the Company. The Company is exposed
to credit risk from its operating activities (primarily trade receivables) and from its financing
activities, including accounts with banks and related parties, foreign exchange transactions and
other financial instruments.
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Expected credit loss measurement is applied to the financial assets held by the Company:

« Cash and cash equivalents
s« Loans issued
« Trade and other accounts receivable

The Company currently does not have any other debt instruments, therefore this document does
not provide any further details on measurement of ECLs.

The credit risk on cash and cash equivalents is limited because the counterparties are banks with
positive credit ratings.

The management have concluded that it would require cost and effort to determine the credit risk
of each loan or trade and other accounts receivables on their respective dates of initial
recognition. The Company defined full lifetime ECL, i.e. lifetime ECL that result from all possible
default events over the life of the financial instrument, (referred to as Stage 2 and Stage 3).
Issued loans and trade and other accounts receivables are allocated to stage 2 on initial
recognition. For approach of PD estimations the Company uses historical PDs produced by the
rating agencies.

The Company considers a financial asset in default when contractual payment are 90 days past
due. However, in certain cases, the Company may also consider a financial asset to be in default
when internal or external information indicates that the Company is unlikely to receive the
outstanding contractual amounts in full before taking into account any credit enhancements held
by the company. Exposures defined defaulted are classified into stage 3.

Liquidity risk. Liquidity risk is the risk that the Company will not be able to settle all liabilities as
they are due. The following tables detail the Company's remaining contractual maturity for its
non-derivative financial liabilities with agreed repayment periods as at 31 December 2019 and
208. The tables have been drawn up based on the undiscounted cash flows of financial liabilities
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based on the earliest date on which the Company can be required to pay. The tables include both
interest and principal cash flows.

Less than 1 1-3 3 months to
month months 1 year 1-5 year 5+ years Total
31 December 2019
Borrowings 280 541 13,517 2,095 ~ 16,433
Lease liability 100 183 920 4,185 = 5,388
Trade and other
accounts payable _ 4em  aees 82 95 ) 7,644
4,441 3,390 15,259 - - 29,465
Less than 1 1-3 3 months to
____month __months 1 year 1-5 year 5+ years Total
31 December 2018
Borrowings 16 5,438 21,070 & - 26,524
Lease liability 59 119 186 . . 364
Trade and other
accounts payable 3,910 827 784 144 - 5,665
3,985 6,384 22,040 144 - 32,553

19. RELATED PARTY TRANSACTIONS

Related parties include owners, affiliates and entities under common ownership and control with
the Company and members of key management personnel.

Related parties may enter into transactions which unrelated parties might not, and transactions
between related parties may not be effected on the same terms and conditions as transactions
between unrelated parties.

In considering each possible related party relationship, attention is directed to the substance of
the relationship, and not merely the legal form. The Company had the following balances with
related parties:
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31 December 2019
Entities under

Owner common control Other Total
Trade and other account receivables 1 9 6 16
Loans issued - - 10,515 10,515
Trade and other accounts payable - 3,366 - 3,366
Borrowings = 2,931 # 2,931
Revenue - 35 71 107
Distribution expenses - 500 = 900
General and administrative expenses - 249 - 249
Finance income 21 220 = 241
Finance cost ‘ 892 - 892
Other income - 4 - 4q
Foreign exchange gain, net 12 - 12

31 December 2018
Entities under

Owner common control Other Total
Trade and other account receivables 1 73 6 80
Loans issued - 7,208 8,502 15,710
Trade and other accounts payable - 2,596 187 2,783
Borrowings 1,952 2,955 - 4,907
Revenue 2 509 46 557
Distribution expenses % 944 - 944
General and administrative expenses - 218 - 218
Finance income i 722 = 722
Finance cost 4 67 - 71
Other income - 1 - 1
Other expense - 1 - i
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20.

21.

The compensation of the key management personnel, represented with short-term employee
benefits, for the year ended 31 December 2019 and 2018 were GEL 414 thousand and GEL 599
thousand, respectively.

CONTINGENCIES AND COMITMENTS

Commitments - The Company had no material commitments outstanding as at 31 December
2019 and 2018.

Legal proceedings. As at 31 December 2019 and 2018 the Company was not engaged in any
significant litigation proceedings. Management is of the opinion that no material un-accrued
losses will be incurred and accordingly no provision has been made in these financial statements.

Taxes — Georgian tax legislation in particular may give rise to varying interpretations and
amendments. In addition, as management’s interpretation of tax legislation may differ from that
of the tax authorities, transactions may be challenged by the tax authorities, and as a result the
Company may be assessed additional taxes, penalties and interest. The Company believes that it
has already made all tax payments, and therefore no allowance has been made in the separate
financial statements. 2019 year remains open to review by the tax authorities.

Operating environment - Emerging markets such as Georgia are subject to different risks than
more developed markets; these include econamic, political and social, and legal and legislative
risks. Laws and regulations affecting businesses in Georgia continue to evolve rapidly with tax
and regulatory frameworks subject to varying interpretations. The future direction of Georgia's
economy is heavily influenced by the fiscal and monetary policies adopted by the government,
together with developments in the legal, regulatory, and political environment.

For the previous year's Georgia has experienced a number of legislative changes, which have
been largely related to Georgia’s accession plan to the European Union. Whilst the legislative
changes implemented during 2019 and 2018 paved the way, more can be expected as Georgia's
action plan for achieving accession to the European Union continues to develop.

In addition to that, starting from early 2020 a new coronavirus disease (COVID-19) has begun
rapidly spreading all over the world resulting in announcement of the pandemic status by the
World Health Organization in March 2020. Responses put in place by many countries to contain
the spread of COVID-19 are resulting in significant operational disruption for many companies
and have significant impact on global financial markets. As the situation is ra pidly evolving it may
have a significant effect on business of many companies across a wide range of sectors, including,
but not limited to such impacts as disruption of business operations as a result of interruption of
production or closure of facilities, supply chain disruptions, quarantines of personnel, reduced
demand and difficulties in raising financing. In addition, the Company may face the increasingly
broad effects of COVID-19 as a result of its negative impact on the global economy and major
financial markets. The significance of the effect of COVID-19 on the Company's business largely
depends on the duration and the incidence of the pandemic effects on the world and Georgian
economy.

EVENTS AFTER THE REPORTING PERIOD

Spreading the Covid 19 pandemic had a significant negative impact on the world economy and
country-specific measures. Deteriorated outlook of the future caused increased volatility of the
foreign exchange market subsequent to the year-end, which has been reflected in significantly

weakened Georgian Lari compared to USD.

The Management of the Company believes that the forecasted developments in existing situation
will not have significant impact on the sustainability of the Company's business.

In subsequent period, the following significant events were observed:

- On 17 January 2020, GDMC has purchased 21.8% of GIGE LTD shares from its minorities.
The total value of transaction equalled to USD 1,538 thousand.
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On 29 January 2020, GDMC and GIGE has signed the additional agreement to transfer the
issued loan to the capital of GIGE Ltd. Based on the transfer GDMC has obtained additional
11.33% of GIGE's capital.

On 28 February, GIGE's shareholders made decision to introduce the new shareholder IC
Group, which resulted in decrease of GDMC's shares to 19.63%.

On 10 April 2020, GDMC and IC Group has signed the agreement, according to which GDMC
has sold the 4.11% of GIGE's shares to IC Group. The value of transaction equalled to USD
1,109 thousand. GDMC's shares have decreased to 15.52%.

22. APPROVAL OF FINANCIAL STATEMENTS

The financial statements were approved by the Board of Directors and authorized for issue on 27
July 2020.
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GEORGIAN DISTRIBUTION AND MARKETING COMPANY LLC

MANAGEMENT REPORT
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THE ENTITY'S BUSINESS DEVELOPMENT, PERFORMANCE AND POSITION

Georgian Distribution and Marketing Company Ltd (the “Company”) is a limited liability company,
which was established in Georgia on 16 September 2005, with an objective to perform logistics,
distribution and brand building of consumer products in Georgia. It is one of the largest distributor
companies of FMCG products on Georgian Market,

The Company is engaged in import, distribution and service to a wide range of products of various
suppliers. The Company rents eleven warehouses in different regions to supply supermarkets, grocery
stores as well as large hypermarkets and wholesale outlets throughout the territory of Georgia.

The Company has 14 years of experience and represents the leading company in the FMCG business in
Georgia. In 2019 the Company recorded revenue of GEL 110,270 thousand. The Gross profit margin
comprised 26% in 2019 compared to 26% in 2018. The average number of employees during the year
is 483.

The Company’s Mission is “To be the company praviding best distribution, logistics and brand building
platform for top international FMCG companies in Georgia”

The Company's Strategy is:

. Creating and sustaining leading positions in distribution of each product category

. Continuously benchmarking and improving the efficiency in each of its business units

. Carefully extending portfolio, to provide new horizons for growth

. Attracting and empowering leaders and its teams, capable of delivering outstanding performance

ENTITY’'S FUTURE DEVELOPMENT PLANS
In 2020/2021 Company plans to implement following projects:

. Introduce Sales force automation system;

. Introduce Trade Marketing Automation system;

= Introduce internal logistics automated system;

. Launch new brands on the market;

. Increase SKU (Stock Keeping Unit) range in private label;

. Increase SKU range in following categories: Mayonnaise, Snacks, Confectionery, Canned products
etc.

REVIEW OF THE RESEARCH AND DEVELOPMENT PERFORMED BY THE ENTITY

There were several research projects done by the Company team on a local level in the categories of
Mayonnaises, Margarines, Sauces and Refreshments.

INFORMATION ON THE BRANCHES OF AN ENTITY

The company’s structural units are in Thbilisi, Batumi, Kutaisi, Akhaltsikhe and Gurjaani. The operations,
as well as composition of the goods in Kutaisi, Batumi Akhaltsikhe and Gurjaani units are similar to
Thilisi.

KEY FINANCIAL AND NON-FINANCIAL INDICATORS

The analyses of key financial indicator are the following:

Amount in thousands of GEL 2019 2018 |
1 Revenue 110,270 104,365
2 Gross profit 28,659 26,623
3 Profit before income tax 11,724 8,456
4 Gross profit margin 26% 26%

36



L O o 7 g

GEORGIAN DISTRIBUTION AND MARKETING COMPANY LLC

NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 31 DECEMBER 2018 (CONTINUED)
(In thousands of Georgian Lari)

There are several factors which influenced revenue increase in 2019, such as:

Increased market share of existing product groups such as: Mayonnaise, Snacks, etc.
Added new brands to the portfolio;
Increased range of SKU-s in existing portfolio.

The analyses of key non-financial indicator(average for the year) are the following:

2019 2018 |
1 Number of product portfolio 25 28
2 | Number of staff ) 483 495 |
3 | Number of active customers 10,791 13,990

INFORMATION ON THE ACQUISITION OF ITS OWN SHARES

In 2019 no acquisition of own shares were made by the Company.

REVIEW OF THE ENTITY’S CREDIT, MARKET, LIQUIDITY AND CASH FLOW RISKS AND
MECHANISMS FOR THEIR MANAGEMENT

Most of the Company's sales are made on credit terms. Credit terms with the customers range from 21
to 60 days. There are some outstanding balances of aged receivables, which are provisioned in
accordance with the Company's provisioning methodology for aged receivables.

The credit terms with suppliers range from 0 to 45 days, but most of the suppliers are handled with
prepayments. Average inventory period were 44 and 49 days in 2019 and 2018 respectively.

MAJOR RISKS AND UNCERTAINTIES, ENTERPRISE GOAL AND POLICY WITH RESPECT TO
FINANCIAL RISK MANAGEMENT

The key risks and uncertainties are related to the followings:

—

1

Explanation of risk and uncertainty

Management response

Currency risk - The major part of the purchases
of goods are made in foreign currencies, however
the sales are made in local currencies. There is a
risk of potential loss due to depreciation of local
currency.

Due to this fact, price adjustment is also a
challenge.

In the second half of 2019, the Company
managed to accumulate funds in USD, and
make advance payments to suppliers in
order to avoid negative impact of currency
fluctuation on the Company’s financial
performance.

Political risks — Unstable political environment
could negatively impact the demand for products,
revenues and profitability.

The management closely monitors the
development of political environment, to
predict the potential development and make
the necessary and adequate changes.

COVID 19 Risk - Disruption of business operations
as a result of interruption of production or closure
of facilities, supply chain disruptions, quarantines
of personnel, reduced demand and difficulties in
raising financing.

The management takes all actions and
recommendations from health
organisations, to ensure that the business
operations satisfy the COVID 19 related law
requirements and the Company continues
to operate.
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English languages about his responsibility for fidelity of the translation
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